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Besides having unexcelled combustion principles, due to patented Barber in. 
pinged vacuum feed jets, and direct scrubbing fiame application to fire-box, Bar. 
ber Gas Conversion Burners also have another important feature. They incorpo. 
rate the highest grade automatic controls and safety devices available. Barber 
Burners are made in many sizes for all round or oblong furnaces and boilers. Wher 
recommending or installing gas conversion equipment, use Barber units for top 
performance and economy of operation. 


Note the high quality type 
of automatic controls 
used with Barber Conver- 
sion Burners — the finest 
precision equipment ob- 


tainable. 


4K 


Managin 


Assoc 


Assistan 


Write for latest Catalog illustrating and " 


listing many types of Burners for Appliances, 


Gas Conversion Burners, Regulators, on™. 


Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohicff 


lic 


pression 


utility | 


BARBER BURNERS: 
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OME things which appeared rather im- 
S portant to us before the Korean war 
now take on—in retrospect—a rather un- 
real quality. Although it happened only 
a few months ago, the hectic controversy 
over commercial broadcasting in the 
Grand Central terminal in New York city 
now seems about as exciting as some of 
the bitter debates on free silver during the 
Gay Nineties. The transit industry, for 
instance, has moved into a much more 
critical phase of economic operations 
than it occupied about a year ago, when 
zealous and no doubt well-meaning citi- 
zens were raising so much of a row about 
using commercial radio in streetcars and 
busses throughout the nation. 


Topay, the problem of the transit in- 
dustry is whether it can survive, without 
subsidy in one form or another, as the 
country moves into another period of 
quasi war economy, economic mobiliza- 
tion, and continued inflation. The few 
extra dollars transit companies can ob- 
tain through commercial radio, and the 
posturing of those who saw in streetcar 
and bus radio a conspiracy to deprive the 
people of their basic constitutional rights, 
somehow fade into points of minor 
significance. 
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YET, it is a tribute to transit industry 
management that it was able to bring 
about public acceptance of this supple- 
mentary service. Opinion polls and sur- 
veys seemed to point quite generally to 
the conclusion that a majority of the na- 
tion’s streetcar and bus riders approve 
and enjoy transit radio—sincere minori- 
ties to the contrary. It does present an 
interesting regulatory problem of decid- 
ing the respective rights of articulate 
minorities as compared with an increas- 
ingly receptive majority. The fact that 
the hard-pressed transit industry can 
modestly increase much needed revenue 
is another factor not to be overlooked. 


og we look back on the battle of 
the Grand Central terminal, with its 
spirited display of indignation, with a 
touch of sympathetic nostalgia—not be- 
cause we are impressed with the issue it- 
self, but because we regret the loss of 
that period of relative peace and quiet, 
when such an issue could even seem im- 
portant. The situation recalls the late 
French writer, Marcel Proust, who 
dwelt upon the celebrated Dreyfus Case, 
not for its own importance, but because 
of its pleasant association with the “dear 
dead days beyond recall.” 
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, your fnancing mapa odttumed te the tinnea? 


@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 
modern plant of today. 
Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 











up-to-date approach to the 
financial community—a com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 
Capital Funds over $118,000,000 


Wituram N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 


Total Resources over $1,100,000,000 
Ricuarp H. West, President 


Public Utilities Department 
Tom P, Watker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PAGES WITH THE EDITORS (Continued) 


Georce W. KeirTH, who gives us our 
leading article (on the emergence of 
transit radio) in the current issue, is a 
free-lance who has done various kinds of 
writing, including the lighter touch so 
useful in radio, musical comedy, and 
vaudeville acts. He also has done features 
for metropolitan dailies and is presently 
on Rex Stout’s staff of writers working 
for revision of the United Nations char- 
ter. He is a regular contributor to busi- 
ness and professional journals, and re- 
sides in Cincinnati. 


* * * * 


MORE serious view of the transit in- 
A dustry is the subject of another 
leading article in this issue, entitled 
“Transit Ills Need Drastic Pills’ (be- 
ginning page 413). Twenty years ago 
municipal ownership seemed to be the 
answer to problems of moving the 
masses in our American cities, but more 
recent events reveal that the basic eco- 
nomic difficulties go much deeper. HER- 
BERT BRATTER, business author of Wash- 
ington, D. C., shows how the transit in- 
dustry, whether publicly or privately 
operated, is faced with the need of chang- 
ing well-established patterns of public 
thought and conduct. 


* * * * 


P. Woop, who is the author of our 
e article on the importance of a utili- 
ty’s position as a “good neighbor” in any 
community, is assistant vice president of 
the American Telephone and Telegraph 
Company. Born in Chicago and educated 
at Wabash College (AB) and North- 
western University, Mr. Woop joined 
the traffic department of the Illinois Bell 
Telephone Company in 1930. Ten years 
later he switched to public relations and 
information work, becoming general 
news service manager in 1945. He was 
transferred to New York city to become 
assistant vice president in charge of Long 
Lines and public relations activities of 
the American Telephone and Telegraph 
Company in 1948. 


* * * * 


HE public utility industry has estab- 
lished a good record, as well as a 
valuable background, for sound judg- 
ment in developing and improving pen- 
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ROLAND S. CHILD 


sion plans. The article on pensions for 
public utility employees (beginning page 
425) shows that utility company plans 
are sound by any standard of comparison. 
Rotanp S. CHILD, associate manager, 
employee relations, Central Hudson Gas 
& Electric Corporation, and a member 
of the AGA Personnel Committee, has 
written an over-all review of public util- 
ity pension plans and their future pros- 
pects. 


Mr. CHILD is a graduate of the Poly- 
technic Institute of Brooklyn and a stu- 
dent and practitioner of retirement sys- 
tems for twenty-five years. He developed 
the systems used by his own company, 
the AGA staff, and other employers in 
other industries. This article brings up 
to date the material first presented as a 
paper to the AGA Personnel Conference 
in Chicago, November, 1948. 


THE next number of this magazine will 
be out October 12th. It will be a special 
issue devoted to feature articles and other 
items of particular interest to the gas in- 
dustry. It will be our form of salute to 
the thirty-second annual convention of 
the American Gas Association which 
meets in Atlantic City, October 2nd to 
6th. 


A, Geli 
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Getting work done in '/2 the time 


HIS double pen and paper holder was con- 

sidered quite an ingenious idea back in 
1886. 
The art of getting things done accurately and 
faster mechanically, no one will deny, has made 
tremendous strides in American offices. 
Take today’s analyses of consumers’ bills, for 
example. More and more utilities all over 
America are saving valuable time and money 
by having their bills analyzed on the specially 
developed electrical device shown below. 
Called the Bill Frequency Analyzer—it auto- 
matically classifies and adds in 300 registers— 
in one step. 


It does analyses in 1% the usual time... and 
at approximately 14 the cost of having the data 
compiled in the offices of the utility. 


Wouldn’t you like to know more about this 
unusual service which gives you an accurate 
picture of your consumers’ usage situation? 


Send for FREE booklet 


“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 
method of compiling consumers’ usage data. 
Why not send for it now? 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


Forging Ahead In 1950 


Hugh H. Cuthrell, president, American Gas Association, and vice president of Brooklyn 
Union Gas Company, has given us a special message for our issue devoted mainly to 
topics of partial interest to the gas industry. Despite the recent complications of another 
warlike atmosphere, the progress of the gas industry during the current year of 1950 is 
clearly demonstrated by heavy expenditures for new construction as well as expansion of 
existing facilities. Most of all, the industry is making obvious headway towards better 
understanding of its multiple problems as will be demonstrated at the forthcoming 
thirty-second annual convention of the AGA at Atlantic City, October 2-6, 1950. 


The Fight to Free Independent Gas Producers Must Go on 


Last April, President Truman vetoed a bill passed by the 8Ist Congress to exempt 
independent producers and gatherers of natural gas from the jurisdiction of the Federal 
Power Commission. Senator Robert S. Kerr (Democrat, Oklahoma), author of this bill, 
tells us why such legislation is still needed to carry out the original intent of the Natural 
Gas Act and assure the nation of a strong and flourishing independent gas industry. 


Operation Gas Changeover—Baltimore 


The city of Baltimore has just successfully completed a changeover of gas utility service 
from "mixed" to all natural gas supply. Because of the magnitude of this problem and 
the fact that many other gas companies face similar operations in the near future, this 
play-by-play description of the experience of the Consolidated Gas, Electric Light & 
Power Company of Baltimore may well be of interest and of profit to many others in the 
gas utility industry. It is written by Vice President John H. Wolfe of that organization. 


Symposium 


A special feature in this issue will be a symposium of views by leading executives of 
operating gas companies throughout the United States. They were asked to give their 
individual opinions on the most pressing problem facing the industry during the coming 
year. Certain points of agreement, as well as the variety shown in these viewpoints, are 
quite revealing. They indicate which questions weigh most heavily today in the minds 
of the gas industry's key managerial leaders. But they also demonstrate the alertness of 
these executives in taking their bearings from all sides—economic, regulatory, and politi- 
cal. They suggest that there is no one problem that can be singled out as the most pressing. 


New Tools for Gas Service 


Rapid introduction of natural gas into many areas and communities, which had not even 
considered such service until a short time ago, has inevitably brought sudden operating 
and regulatory problems involving factors of supply and demand. Here is an account 
by Kenneth D. Knoblock, president of Wisconsin Southern Gas Company, of how one gas 
company did some practical pioneering on two fronts: (1) heating rates; (2) coping 
with alternative heating supplies. 


Underground Gas Storage As a Service Factor 


The natural gas industry is looking around for bigger and better “holes in the ground” 
and other facilities for storing gas near the points of distribution so as to give better 
service to more people during winter peaks. Larston D. Farrar, professional writer, has 
checked the experience of various companies in developing underground storage. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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before you buy a new truck 


> MILES PER ENGINE—the number at normal operating speeds—don’t have 
é, of trouble-free miles you can _ to race themselves to death like lighter- 
‘WM, expect from a truck engine is duty, geared-up engines. 


iw “ hea 

oS poo A to know Check GMC’s many other extra engine 

7 : features and you’ll see why you get most 

GMC valve-in-head engines are designed Miles Per Engine in a GMC—with less 

and built for truck service—there’s not maintenance and repair. Come in today 
one lightweight “converted” part in and let us give you the facts. 


' 
can aa ae ee ne GMC Truck & Coach Division 
engines are tou an e ° 
They have high sustained pulling power of General Motors. 


























FULL-PRESSURE 
LUBRICATION with 
rifle-drilled con- 
necting rods which 
forces oil to full- 
floating piston pins. 





MOST EFFICIENT 
COOLING SYS- 
TEM with jet- 
directed water 
stream to valve 
reas. 













TOCCO-HARD- | 
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Cowbell CEnuke 


“There never was in the world two opinions alike.” 
—MOoNTAIGNE 


OweEN D. Younc 
Honorary chairman of board, 
General Electric Company. 


V. H. Rossetti 
President, Farmers & Merchants 
National Bank of Los Angeles. 


MatTTHEW WOLL 
Vice president, American 
Federation of Labor. 


FRANK W. ABRAMS 
Chairman, Standard Oil Company 
(New Jersey). 


Excerpt from The 
New York Tumes. 


W. C. MULLENDORE 
President, Southern California 
Edison Company. 


Dwicut D. E1isENHOWER 
President, Columbia University. 
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“More harm has been done by old men trying to retain 
influence than by young men seeking to attain it.” 


* 


“The virtue of thrift and saving is the essential training 
school of good citizenship and does not come at our beck 
and call.” 


* 


“The qualities of a free and educated people, which 
are our greatest asset, cannot be permitted to languish. 
They must be strengthened and made more vigorous, And 
our schools are the place where this fundamental task 
is begun.” 

we 


“One of America’s greatest defensive arms is its un- 
surpassed industrial potential—the machinery, processes, 
capital, experience, worker skill, and managerial tech- 
nique characteristically represented by its major cor- 
porations.” 


* 


“The government is already in the utility business to 
quite an extent and unless we are on our guard will soon 
own most of it. This will be the first, step down the 
socialistic highway. Then transportation, communication, 
steel, and the rest will follow to put an end to our Ameri- 
can way of life.” 


5 


“The dangerous and destructive instruments of gov- 
ernmental power represented by abuse of money and pub- 
lic credit, taxation, and other controls which affect all 
the economic activities of all the citizens, can only be 
curbed through the power of public opinion operating 
through democratic processes.” 


* 


“As we face our problems today and consider their 
nature we measure the severity of those problems with 
the degree that we have drifted away from the simple 
principles with which we began. We can recognize the 
degree we have changed when the definition of a liberal 
is a man in Washington who wants to play the Almighty 
with our money.” 


12 
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This announcement is not an offer of securities for sale or a solicitation of an offer to buy securities. 


New Issue 166,604 Shares 


Utah Power & Light Company 


Common Stock 
without par or face value 

















Transferable Subscription Warrants evidencing rights to subscribe for these 
shares will be issued by the Company to holders of its Common Stock, 
1g which Warrants will expire at the close of business, October 4, 1950, as is 
k more fully set forth in the prospectus. Any shares’ which shall not be sub- 
scribed for may be offered by the underwriters as set forth in the prospectus. 


Subscription Price to Warrant Holders 


‘h 

h. $24.25 per share 

d Copies of the Prospectus may be obtained from such of the several underwriters, including 
k the undersigned, as may legally offer these securities in compliance with the 


securities laws of the respective States. 


Union Securities Corporation Smith, Barney & Co. 
member 13, 1950. 








. PUBLIC UTILITY 
. PRINTING SPECIALISTS 





REGISTRATION 
STATEMENTS 
For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing ; 
PROSPECTUSES 


services to the industry range from highly technical 

legal documents to beautifully illustrated descriptive * 

brochures in full color. ANNUAL REPORTS 
Whatever the nature of your printing requirements, * 

we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Ine 


22 THAMES ST., NEW YORK 6 Bessifiched 1988 71 CLINTON ST., NEWARK, WJ. 
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WILLIAM RANDOLPH HEARST 
Publisher. 


Eart BUNTING 
Director, National Association 
of Manufacturers. 


EpitoriAL STATEMENT 
Altoona (Pennsylvania) Mirror. 


CHARLES W. Tosey 
U. S. Senator from 
New Hampshire. 


EpiTor1AL STATEMENT 
The Wall Street Journal. 


James C. Davis 


U. S. Representative from Georgia. 
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“If you want to keep your liberties you must take the 
trouble to make democracy work honestly and success- 


fully.” 
as 


“American productive might has well been termed the 
‘arsenal of democracy,’ and it can best be maintained as 
such by a minimum of economic controls and govern- 
ment interference.” 


* 


“Bureaus, once created, are hard to get rid of. To the 
people who staff them and especially to those who head 
them up they represent jobs and opportunities to gain 
national headlines and national fame. These opportuni- 
ties are not relinquished without a struggle. Many of 
the extravagances of the postwar era can be traced di- 
rectly to governmental bureaus and staffs set up to manage 
or mismanage our wartime economy.” 


> 


“The way we, as a nation, are going is not hard to find. 
There are only two ways open to us: Statism with the 
immediate and deceptive efficiency and promptness which 
it has to offer, or Christian individualism, with its rich 
history of personal liberty, freedom of religion, of speech, 
and of opportunity for the pursuit of happiness. Those 
terms are exclusive of each other. Christian individual- 
ism has no more chance of survival in a regimented state 
than the proverbial snowball in Hades.” 


> 


“All across the country industry has a double job to 
do—get out whatever arms and equipment are needed 
for war and produce the goods that people want at home. 
Quietly, with no fanfare, it’s doing just that. It’s the 
kind of calmness that Washington needs now. Then 
there would be no jumping up and down to slap on pro- 
duction controls and price-wage-rationing regulations. 
There would be no rush to put millstones around the 
necks of those businessmen making the production mile- 
stones.” 


* 


“Of one thing we can be certain: If the good people 
do not participate in politics continuously and actively, the 
demagogues and machine politicians will always control 
the elections, and thus control the government. This is 
one of the eternal truths so far as government is con- 
cerned and the sooner this fact is recognized and accepted, 
the sooner business people can make their influence felt 
in the councils of government. During the past one or 
two decades the trend to Socialism has increased in this 
country, as well as throughout the world. Defenders of 
free enterprise have been fighting a desperate battle, but 
they have not had the support which they should have 
had.” 
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Mid-Century Report 


TO THE 


Electric Industry: 


4,000,000 --— This graph tells the story of 

electric generating capacity 
engineered by EBASCO during the 
past half century. 

3,500,000 |- From 1907 to date, EBASCO 
specialists have designed and 
constructed all types of hydro and 
thermal electric generating 

3,000,000 }— stations throughout the United States 
and foreign countries. 
Including plants now in process 


4,500,000 f- 


of design and construction, thermal 
2,500,000 capacity amounts to over 5,500,000 KW 
and hydro capacity to over 

1,000,000 KW — a total of more 

than 6,500,000 KW. 
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1,500,000 


1,000,000 
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s com Write for the booklet ‘*The Inside Story of Outside Help”’, 
we" era, 


? % describing the many EBASCO services available to you. 
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Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y. 
"eee consest™ 


Design & Insurance Sales & 
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Financial Purchasing Systems & 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 


vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





* * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5&5, NEW YORK 
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CLEVELANDS 


Cf 
1" tien ps 


cuts costs 
ON 
MORE 
DIFFERENT 
JOBS 








4 


Your CLEVELANDS give you the ad- 
vantages of fast economical machine 
trenching on more different kinds of 
jobs—from house service work among 
close obstructions in crowded city 
areas to long main and distribution 
lines. Rugged CLEVELANDS are built 
to stay on schedule and to give you 
rock-bottom maintenance and oper- 
ating costs. That’s why they have 
been preferred by utilities and muni- 
cipalities over many years. Investi- 
gate the CLEVELAND story today. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ¢ CLEVELAND 17, OHIO 
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New Multi-Plan Bookkeeping Safe-Desk 


IRE PROTECTION AT POINT-OF-USE 


4. hours a day 


ere’s something new—and important to you—in 
ecord protection equipment. The Remington Rand 
ulti-Plan Bookkeeping Safe-Desk, designed spe- 
ifically for public utilities, provides 1-hour Certi- 
d Protection against damage by fire to records 
oused within it. 
our Ledgers, Cashiers’ Coupons, Meter Books and 
ontrols all are safe not merely overnight, as in 
e case of vault storage, but every minute of the 
Hay as well, right where they’re used. 
e time-saving, work-saving advantages of con- 


FOR YOUR LEDGERS, 





CASHIERS’ COUPONS, 
METER BOOKS 


AND CONTROLS 





centrating your customer accounts records at one 
convenient working location would be reason 
enough to adopt this desk as standard equipment. 
But when you get fire protection, too, for vital 
records that would be costly —or impossible —to 
replace, it’s a deal that warrants looking into 
immediately. Send today for the free booklet. You're 
not limited, remember—the Multi-Plan Bookkeep- 
ing Safe-Desk adapts readily to your system. Both 
pedestals offer wide flexibility as to choice of 
drawers and drawer compartments. 
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FOR STUB PLAN. The insulated book- 
keeping safe-desk set up for “stub” filing. 
Stub “packs” and “cash coupons” for 
current month are filed in top drawer— 
previous months in lower drawers. 




























FOR REGISTER PLAN. Here, the right top 
drawer holds the current “register sheet- 
binder”, which can be opened to a convenient 
angle for posting without removal. Cash cou- 
pons filed in rear of drawer. No heavy load 
to remove and replace. 






FOR TAB CARD PLAN. Where tabulating 
cards are used, three cross-file trays per drawer, 
light in weight, afford ample filing space. 





ERS, 
ONS METER BOOKS. Under any 
, of these plans, meter books 
are filed in the left pedestal 
of the desk, | 
Remington. Fkaral. 
t one snNwe 
esen MANAGEMENT CONTROLS REFERENCE LIBRARY 
os Room 2394, 315 Fourth Avenue, New York 10 


vital], Free copy of Folder SC661, please. 
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This man is recording a meter reading on 
an IBM Card with just a few, simple pencil 
marks. These marks are the only manual oper- 
ation necessary for performing your billing faster 
than ever before. No chance for errors due to 
faulty transcription or subtraction, or to illegible 
writing. No chance for errors in any manual 
processing—because the figure-indicating marks 
are sensed electronically and translated into 
punched holes by an IBM machine. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Readings Automatically Transcribed at 


100 Meters a Minute 


This automatic mark sensing by an 
IBM machine will help you pre- 
pare regular and irregular bills at 
high speed. For more information 
on low-cost Public UtilityAccount- 
ing, send in the coupon below. 


pwstoco nr ee ee ener eee 


IBM, Dept. E 

590 Madison Avenue, New York 22, N. Y. 

Please send me the following booklets: 

((] General Accounting for Electric, Gas, 
and Water Utilities 


(() Customers’ Accounting for Electric, Gas, 
and Water Utilities 





Name. 


Company — 





Address. — 
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Attilities Almanack 
23 T* { Southeastern Electric Exchange begins engineering and operations conference, Atlanta, 
| Ga., 1950. 
| 
29 F | { National Television and Electrical Living Show begins, Chicago, Ill., 1950. 
a { Association of Edison Illuminating Companies ends annual meeting, Colorado Springs, 
30 | S Colo., 1950. 
z OcTOBER "7 
y S | { American Water Works Association, Missouri Section, begins annual meeting, St. 
} Louis, Mo., 1950. 
2 M { American Gas Association begins annual convention, Atlantic City, N. J., 1950. 
3 T* { American Institute of Electrical Engineers begins middle eastern district meeting, 
Baltimore, Md., 1950. 
| 4 W { Texas Mid-Continent Oil and Gas Association begins annual convention, Dallas, € 
| Tex., 1950. 
5 T* 4 Pennsylvania Electric Association, Transmission and Distribution Committee, begins 
meeting, Dallas, Pa., 1950. 
6 F { Gas Appliance Manufacturers Association ends exhibition of gas appliances and equip- 
ment, Atlantic City, N. J., 1950. 
7 Se 4 Ohio State University’s annual advertising and sales promotion conference ends, Colum- 
bus, Ohio, 1950. 
8 S { Rocky Mountain Electrical League begins annual convention, Colorado Springs, Colo., 
| 950. 
= 
| 9 M 4 United States Independent Telephone Association begins annual convention, Chicago, 
Iil., 1950. 
_— 
1 T* { Edison Electric Institute, Electric Equipment Committee, ends meeting, Old Point 
0 Comfort, Va., 1950. 
§ American Water Works Association, Alabama-Mississippi Section, begins meet- @ 
11| W ing, Mobile, Ala., 1950. 
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September 28, 1950 


Sic Gloria Transit Radio 


Here is a down-to-earth description of the progress 

and pitfalls of a supplementary service on the nation’s 

streetcar and bus lines which is gaining wider accept- 
ance every day. 


By GEORGE W. KEITH* 


HE music stopped. 
“All transit vehicles stand by 
for instructions!” 

“Water main burst at 10th and J 
streets. Serious traffic tie-up. All af- 
fected vehicles proceed over detour!” 

Then, in a calm, reassuring voice, 
the announcer gave the detour details, 
with apology for the inconvenience. 

There was an excited buzz among 
the passengers. Then the music started 
again, peace settled over the scene, and 
the bus threaded its way slowly over 
the unfamiliar route. 


*For personal note, see “Pages with the 
Editors.” 
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That is Transit Radio in action! 

Such incidents, widely publicized, 
have occurred, once in a hurricane at 
Houston, again in a Washington gas 
explosion, and in Cincinnati during a 
sleet storm. 

The day may not be far away when 
they will be commonplace in every 
major city in America, according to 
those who understand the possibilities 
of TR. 

In this connection, a pleased transit 
official told your reporter, “I can lift 
my phone, and in three minutes the 
radio station will have an emergency 
message on the air.” 
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In some instances time is incal- 
culably important, and seconds become 
extremely precious ; a pendulum stroke 
may mean the difference between safe- 
ty and tragedy for bus loads of pas- 
sengers, in the event of war and an air 
raid. 


. is evident that, from a purely com- 
mercial - advertising - amusement 
project, TR is now evolving into a 
most valuable emergency instrument 
of public safety, pointed up sharply by 
the Korean outrage. Of this, more 
later. 

Commercially, Transit Radio was 
two years old in July. The story of the 
infant’s teething troubles appeared 
here (“Music in Transit,” Pusiic 
Urtiuities ForTNIGHTLY, September 
29, 1949). Let us now consider how it 
has prospered since then. It is a tale of 
typical American business pioneering, 
with attendant trials, which have been 
reported piecemeal in the press and 
elsewhere. This writer has endeavored 
to indicate something of the over-all 
picture, which emerges from a collec- 
tion of these detailed local incidents. 

Today it appears that not only have 
its eyeteeth been cut, but the wisdom 
teeth are showing, and TR is here to 
stay, a permanent part of the national 
panorama. 

This is the opinion of all TR mem- 
ber companies, as revealed in a recent- 
ly released ATA survey. 

Thanks to TR, transit systems in 21 
cities are now happily bolstering their 
revenues in their efforts to provide the 
ultimate in service in spite of climbing 
costs. 

Why more have not grasped the op- 
portunity to obtain much-needed 
funds, without expenditure of capital 
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or labor, is found in several reasons, 
none reflecting on TR itself. 

“We have had to overcome many 
obstacles,” said Hulbert Taft, Jr., op- 
erator of WCTS-FM, Cincinnati, and 
chairman of the board of TRINC, 
Transit Radio, Inc., the national out- 
fit. 

“The first was public opinion ; added 
to that was the pretty general fear that 
TR might cause accidents. This proved 
unfounded.” 

His statement was made in an an- 
nouncement that his station had ended 
the 2-year period in the black, and de- 
claring TR a success locally. 

Richard C. Crisler, president of 
TRINC, echoed this by claiming na- 
tional success as well. 


Pye. Taft said, “The car 
card people were afraid we 
would hurt them, and the FM broad- 
casters hesitated to invest large sums 
in receiving sets, without knowing ad- 
vertiser reaction. 

“We learned this the hard way,” he 
smiled. “Above all, we had to perfect 
our receiving sets. Now we think we 
have solved these problems. 

“The good news from St. Louis and 
Washington seems to establish the en- 
tertainment and public service value 
of TR,” he concluded. 

As suggested. in the previous Fort- 
NIGHTLY story, Taft and Crisler have 
been telling the world the what and 
why of their baby. 

Their public relations have been 
nearly perfect ; TR has lived in a veri- 
table gold-fish bowl, polled and sur- 
veyed mercilessly, and it probably is 
due to this, in part, that in the only lo- 
calities where organized opposition 
was raised, TR came out victorious. 
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SIC GLORIA TRANSIT RADIO 


In June, the St. Louis Post-Dispatch 
withdrew after a bitter fight, when its 
poll favored the enemy, TR, decisive- 
ly; in July, the 1949 petition of a group 
of Washingtonians against “forced 
listening” lost when the district court 
upheld the previous PUC action in 
favor of TR. 

The case was taken to a higher 
court, and the FCC has yet to pass on 
a demand to revoke all FM-TR sta- 
tions’ licenses; officials here are con- 
fident of the outcome, because the pre- 
ponderant rider acceptance in every 
TR city augurs well for this. 

As evidence of this faith 200 more 
sets are being installed at Washington, 
and 200 in Cincinnati busses, while 
other members are going ahead com- 
pleting those as yet unfilled installa- 
tions. 


HERE have been three cities which 

abandoned TR, but again it was 
for other reasons than dissatisfaction 
with the medium. One of these is now 
planning to again join the circuit un- 
der new auspices, with heavier com- 
mitments. 

How do the broadcasting people 
view TR? To answer that let us trace 
the actual reason for its being. 

At the close of the last war Fre- 
quency Modulation became popular, 
because, besides being static-free, and 
with higher fidelity of tone, it is said 
to cost less to transmit FM than the 
prevailing AM. Too, FM could ac- 


€ 


commodate around 5,000 new stations. 

In two years it was a $2 billion busi- 
ness, with the utter demise of AM pre- 
dicted shortly, in some quarters. 

A total of 733 FM stations were 
built, but the market was not ready for 
them. In 1949, 217 surrendered their 
rights, with only 45 of these having 
been actually operating; 99 per cent 
of all FM stations are reportedly los- 
ing money. 

As though foreseeing something 
like this, and not content with mere 
duplication of AM programs, as prac- 
ticed by many FM stations, young 
Taft searched earnestly for a way to 
make WCTS self-supporting. 

Early in 1947, learning of a group 
in Evansville, Indiana, who were ex- 
perimenting with broadcasts to busses, 
he and his brother David G. Taft, man- 
ager of WCTS, investigated. 

They were as visibly impressed with 
the project as the Indiana outfit was 
depressed over their tests, and the 
Hoosiers suggested the Tafts take it 
over. 

This they did, and, with several 
other station owners, organized 
TRINC, under Ohio laws in June, 
1947. 

There followed months of experi- 
menting, and the spending of over 
$50,000 before actual commercial 
broadcasting began on July 10, 1948. 

The Cincinnati, Newport & Cov- 
ington Railway and Cincinnati Street 
Railway vehicles having been used in 


equipped vehicles, roughly 11 per cent of all vehicles eight 


q “As of September 1, 1950, there were over 4,500 radio- 


years old, or under, in operation by local transit systems in 
the United States, a gain of about 200 per cent in the past 
year.” 
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the tests, these two concerns became 
the charter subscribers to Transit 
Radio, both receiving programs from 
WCTS-F\, a Cincinnati Times-Star 
affiliate. 


|. apnea the national outfit 
was formed to take advantage 
of economy of purchases, handle na- 
tional advertising, and equip every 
large city’s mass transportation ve- 
hicles with radio receiving sets. 

Before the first contract was signed 
a survey was conducted in the Cin- 
cinnati area, polling over 5,000 riders, 
to satisfy the rider-conscious transit 
systems. 

Then, in the equivalent of the tradi- 
tional “smoke-filled room,” the big 
brass huddled — advertisers, agents, 
broadcasters, transit men — awaiting 
the returns with the anxiety of an ex- 
pectant father. 

“What,” someone asked in a hushed 
voice, “if it turns out 50-50, or a bare 
majority in favor?” 

Taft, whose father is publisher of 
the Times-Star, and whose family is 
tremendously respectful of public 
opinion, replied in no uncertain tone, 
“Then you must reject it. I would not 
be satisfied with anything but a con- 
vincing majority!” 

It turned out to be that, 90 per cent 
in favor. Since then many polls have 
been taken there. The last five show 
audience approval as static at about 87 
per cent, with the “hard core of op- 
position,” as Taft terms it, 5 per cent, 
with the rest indifferent or undecided. 

It would seem that these latter 8 per 
cent have suffered no annoyance to 
their equanimity, or invasion of their 
privacy, or they would have said so 
without hesitancy. Thus these, since 
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they are not against, may be added to 
the pro votes without distorting the 
facts. 

As in Cincinnati, so has it been in 
every TR city, there being a striking 
similarity of response to TR studies 
by radio stations, independent and pro- 
fessional pollsters, and openly antago- 
nistic agencies, in widely separated 
places and times. 


= St. Louis, in 1948, a Doody poll 
recorded 15.4 per cent either op- 
posed, or indifferent. In the Post-Dis- 
patch poll there, in 1950, by a bureau 
of St. Louis University, 15 per cent 
were against, with the paper fighting 
it through its columns. 

In April and October, 1949, Wash- 
ington showed 6.8 per cent and 6.4 per 
cent, respectively, against. In 1949, in 
Kansas City, 7 per cent ; today the fig- 
ure is 3.5 per cent, as stated by transit 
officials in reply to a questionnaire by 
this reporter. Trenton, New Jersey, re- 
ported 4.48 per cent; Omaha and 
Council Bluffs report no kicks in past 
sixty days, with 6 per cent opposed. 

Transit companies generally report 
an average of one letter a week, a sub- 
stantial drop from the numbers of 
complainers at first. 

As in Cincinnati, the complaints at 
first were, “too loud,” “too soft,” 
and “infringement on constitutional 
rights.” 

Here one man staged a single- 
handed war, with letters to the editors, 
got his picture in one newspaper, but 
has failed to dent the popularity of 
TR. 

Some of the letters to the dailies 
were humorous and ridiculous. Harp- 
ing on the “right not to listen,” a writer 
asked what would happen if the Tafts, 
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Sponsors of Transit Radio 


4 HE list of ad-placing agencies who patronize TR [Transit 

Radio] is very impressive; their clients include such giant space 

and time buyers as General Foods, Bristol-Myers, Bendix, Swift & Co. 

ET AL. Sensational returns have been reported by all, leaving no doubt 

as to the potency of the novel publicity method. In addition to the 

national clients, it is reported that nearly 400 retailers of all types of 
merchandise are using TR time.” 





“thought of a project to make every- 
body on the busses eat garlic?” 

Sympathy came from unexpected, 
unsolicited sources. A lady wrote to 
the papers, “I’m tired of listening to 
loudmouthed men blow about their sex 
life,” and, “of listening to... the 
female get picked to pieces by her 
friends after she leaves the bus. Give 
me soothing music. It’s much better 
for the nerves, ears, and soul!” 

In Omaha they get kicks if the radio 
is accidentally turned off ; in Worcester 
they receive fan letters, with program 
suggestions. Sunday morning pro- 
grams there are directed at church- 
goers on their own suggestions as 
riders ; and commendatory letters were 
received on the transit company’s cam- 
paign via TR against smoking in the 
busses. 


| peer mae cacy and on the serious 
side, the Army and Navy News, 
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official organ of the Army and Navy 
Union, leaped to the aid of TR in an 
editorial entitled, “Disservice by Lib- 
erals,” whom the journal accused of 
“dividing our people with agitation.” 

Mentioning TR, it said, “Our De- 
partment of Defense watches these 
commercial enterprises carefully.” It 
noted that nearly every segment of our 
population would have means of learn- 
ing of a sudden attack by an enemy, 
except transit riders. 

Then it asked, “What happens to 
the many thousands of people who are 
on busses, streetcars, and trains when 
the attack comes ? They are completely 
cut off ordinarily, unless there is radio 
communication from a central point. 
Naturally, it would be an imposition 
upon the taxpayers to equip busses at 
public expense. 

“Therefore, commercial installa- 
tions of radio for broadcast from 
busses has been considered acceptable, 
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not only to the riding public, but to de- 
fense authorities.” 

It was hinted there was something 
un-American about the small pressure 
group fighting TR, and mention of 
“Fascism and Communism.” 

This last was twisted to charge 
Crisler, TR president, with having 
said that anyone opposed to TR is a 
Communist. 

Which Crisler, a former investment 
banker with Guaranty Trust Com- 
pany, New York, did not say, and does 
not believe. 

The service journal, Armed Force, 
also carried a story about the useful- 
ness of TR as an emergency weapon. 
It reprinted excerpts from the trade 
magazine, Broadcasting, quoting two 
defense officials as “enthusiastic for 
wartime application of radio-installed 
vehicles.” 

Pursuant to this, Taft since the 
Korean crisis, has written state and 
national authorities, offering them, 
without qualification, the use of the 
WKREC stations, AM, FM, TR, and 
TV. 

He cited these, and the Times-Star, 
which operates them, and the over 500 
busses’ receiving sets in Cincinnati and 
northern Kentucky, all codrdinated un- 
der one management, as a nucleus 
around which a community prepared- 
ness campaign could be developed. 


(ne objections of car card 
companies, who were under the 
impression they held exclusive adver- 
tising rights on transit vehicles, was 
quite a task, but it seems to have been 
settled amicably. 

However, one card company did try 
broadcasting on its own, but gave up 
after a few months. 
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In answer to your reporter’s query, 
all transit systems but two reported no 
effect on their car card business. One 
said it believed TR helped the card 
business. The other said car card re- 
ceipts were off about 10 per cent, but 
as this outfit only had one-tenth of its 
expected installations, its experience is 
not considered adequate to include in 
the total picture. 

The hardest nut to crack was the en- 
listing of FM broadcasters, who not 
only must pay for the sets in vehicles, 
but must pay the transit people for 
the privilege of broadcasting to the 
riders. This, regardless of whether the 
operation is profitable or not. 

A little radio history is necessary 
here. Before TR was even weaned, 
another baby, TV, the glamor gal of 
radio, had, in one jump, sprung from 
diapers to strapless gowns and chin- 
chilla coats. 

The growth of this infant is now 
known by all, for it has thrown many 
an economical reckoning for a loss. 

Thus, when salesmen tried to sell 
TR, the radio folk, some even aban- 
doning FM altogether, pointed to 
glamorous TV’s SA (sales appeal), 
with cloying adulation. 

Advertisers, they said, were buying 
AM and TV time, but not FM, even 
though disguised as TR. Until the lat- 
ter kicked off its swaddling clothes 
they were not interested. 


igtaremage the TR circuit now 
embraces 21 cities, as stated; 
and what do the advertisers, the peo- 
ple who jack the house that TR built, 
think of it? 

Their opinion is highly important, 
and from the fact that 88 national and 
regional advertisers use this medium, 
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it would seem to indicate they approve. 

The list of ad-placing agencies who 
patronize TR is very impressive; their 
clients include such giant space and 
time buyers as General Foods, Bristol- 
Myers, Bendix, Swift & Co. e¢ al. 

Sensational returns have been re- 
ported by all, leaving no doubt as to 
the potency of the novel publicity 
method. In addition to the national 
clients, it is reported that nearly 400 
retailers of all types of merchandise 
are using TR time. 

Results in Houston, St. Louis, and 
Cincinnati, for example, are little short 
of phenomenal in local advertisements 
by shops and large department stores. 

Recently in St. Louis, when 18 re- 
tail contracts were up, 17 renewed on 
the spot, and the other signed within 
the month. These are typical examples. 

Attendance figures have been upped 
by spot announcements on TR advis- 
ing riders to see this picture, or attend 
that show, in nearly every member 
city. 


fasted kind of programs are used, 
and what the management of 
TRINC has done to improve recep- 
tion, deserve a chapter here. 
“During the first six months the 
complaining letters were most numer- 
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ous,” says Taft. “I agree they had 
some justification, but the only way to 
prove the sets in an entirely new at- 
mosphere was by actual broadcasting 
to the riders.” 


They discovered two things were 
wrong; inconsistent delivery by the 
sets, and the programs were not suited 
to the audience moods. 

“After testing from July to Novem- 
ber, 1948,” said Taft, “we decided to 
remove and modify 400 sets in this 
area at a cost of $40 a set, or roughly 
$16,000. 

“Until the following April, when 
we were again going at full capacity, 
WCTS did not bill its advertisers. In 
spite of this, we finally came out ahead. 

“T believe this to be a very impor- 
tant indication of what the future 
holds for TR. Our billings, incidental- 
ly, increased almost 250 per cent in the 
past year. To demonstrate our faith, 
we plan to install 200 additional sets 
in busses here this fall.” 

While engineers were making re- 
finements, adding parts, changing and 
eliminating some, and adding multi- 
ple speakers in the busses, the Tafts 
were working on the second problem 
—a nearly ideal program. 

Instrumental music was found best ; 
brasses were cut way down, the sets 
being adjusted for this ; women vocal- 
ists were kept at a minimum, with no 
ultra-high singers; lower-pitched 
men’s voices were better. 

Be-bop and boogy were out, as well 
as Bach and Beethoven. The in-be- 
tween numbers stayed. For morning 
riders there were livelier, more cheer- 
ful tunes, to create a mood for meet- 
ing the day’s cares; in the evening 
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is in perfect maintenance. WCTS uses seven men, two of 


q “THE secret of pleasing both the public and the advertisers 


whom do nothing but check volume and operation of the 
sets in the vehicles. Each set is inspected at least once a 


week.” 
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there were soothing numbers, serving 
to ease the effect of the day’s toil. 

Music, news, sports flashes, and 
commercials were kept brief. Two 
minutes of news every fifteen minutes, 
with time signals and weather at in- 
tervals. Not more than thirty-five sec- 
onds for a commercial, and no more 
than three plugs every fifteen minutes. 
Postal card entertainment with post- 
age stamp interruptions. 


wo programs have become 
so uniformly good they attract 
not only bus riders, but FM listeners 
in their homes. These latter, with the 
major nets and three other FM sta- 
tions to choose from, seem to be lis- 
tening to TR, with a pulse rating of 
34.9 per cent. The closest next FM 
rating was 25 per cent among the four 
locals. 

With the coming of the new pro- 
grams and the “bugless” sets, magi- 
cally complaints fell off. Now they 
represent, according to Crisler and 
Taft, no more than the average num- 
ber any radio station receives about 
any type of program. 

The secret of pleasing both the pub- 
lic and the advertisers is in perfect 
maintenance. WCTS uses seven men, 
two of whom do nothing but check 
volume and operation of the sets in the 
vehicles. 

Each set is inspected at least once 
a week. At the start there were some- 
times more than 50 per cent defectives ; 
today Taft points pridefully to a splen- 
did average of 1.5 per cent per week. 

The instruments are very tricky, 
since they must overcome fading when 
in the lee of a hill, imperfect volume 
under varying conditions, and must be 
made so that they can be cut off the 
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busses from the radio station without 
any action of the bus operator. 
Recent and later subscribers to TR 
have none of the problems the Tafts 
pioneering perseverance conquered, 
All TR members are kept informed 
by TRINC of what is going on at the 
parent station and elsewhere, a very 
thorough exchange of ideas, all car- 
ried on through the unwavering be- 
lief of Crisler in his adopted child. 


a must a transit company 
do to become a member of 
your organization?” Crisler was 
asked. 

“Tt must be an aggressive, alert out- 
fit, in a locality with an FM radio sta- 
tion, serving a radius of at least 25 
or 30 miles,” was the reply. 

“This station,” he went on, “must 
be able to finance the purchase of the 
sets, at about $200 per installation. 
There is no charge to the transit com- 
pany, whatsoever.” 

Transit systems may choose from 
three types of contracts. At present 
one operates on a percentage of profits 
of the radio station, which could 
amount to as much as 50 per cent. 

Seven use a minimum pay guaranty 
contract, with a sliding scale based on 
net receipts of the radio station. The 
rest, the majority, use a flat payment 
per vehicle, per month. All but the first 
mentioned lone company are enjoying 
financial returns through their asso- 
ciation with TRINC. The single com- 
pany must wait and see how the radio 
people come out, a good gamble which 
will probably eventually pay off well, 
it is thought. 

The $200 initial per unit cost makes 
it almost mandatory that a vehicle be 
not close to being retired; thus gen- 
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erally no installations are made on 
equipment which has been in use over 
eight years. 


A of September 1, 1950, there were 
over 4,500 radio-equipped ve- 
hicles, roughly 11 per cent of all ve- 
hicles eight years old, or under, in op- 
eration by local transit systems in the 
United States, a gain of about 200 per 
cent in the past year.’ 

“Where are the 80 and 9?” Crisler 
was asked. “Since the public and ad- 
vertisers have OK’d the idea, and na- 
tional advertising receipts are ten 
times those of a year ago? The me- 
chanical difficulties are gone, and even 
the bus drivers like TR (yes, they 
were polled, too, and it is claimed in 
some places there are fewer accidents 

1Cities enjoying TR now include, Boston; 
Cincinnati; Covington, Kentucky ; Des Moines ; 
Evansville, Indiana; Flint; Houston; Hunt- 
ington, West Virginia; Jacksonville, Florida; 
Kansas City; Minneapolis; St. Paul; Omaha; 
Pittsburgh ; St. Louis; Tacoma; Trenton, New 


Jersey; Washington (suburbs of same); 
Wilkes-Barre ; and Worcester, Massachusetts. 


since TR, due to relaxed driving, 
though this lacks proof), just what ts 
holding things up? Why are the 80 
and 9 outside the fold instead of in 
clover?” 

“Tt seems,” he answered, “it is not 
primarily the transit industry’s fault, 
although there are still a few die-hards 
who remain fearful of a vocal minor- 
ity, or of newspaper criticism. 

“Dollars are necessary,” the TRINC 
executive concluded. “The transit peo- 
ple do not have these, and the radio 
people, while generally prosperous, 
have in many cases extended them- 
selves, distracted by the romantic ap- 
peal of TV. 

“When TR begins to show quick 
instead of gradual returns, all hesi- 
tancy will disappear,” was his confi- 
dent prediction. 

In the meantime, TRINC may have 
to be satisfied with a steady, slow, but 
healthy climb, until the scene with 
which this article began will have be- 
come a national reality. 





Streetcars Called Desirable! 


ROLLEY cars, sidetracked in this country, have clanked 
their way into popularity in other parts of the world. 


Instead of being consigned to the junk heap, many displaced 
American streetcars now find themselves being shuttled off for 
foreign runs, where they are in great demand to replace overage 
or overworked cars. 

Forty-two 10-year-old streetcars retired a year ago in New 
York’s Bronx now are among the finest in Vienna, where the 
war took a heavy toll of the Austrian city’s prewar fleet of 
3,600 trolleys. Another 25 comparatively new Bronx cars were 
shipped last March to Bombay. 

South of the border, American trolleys have been the vogue 
for years, with most South American streetcars of United 
States construction. Since the end of the war 100 New York 
city veterans have been bought by Lima, Peru, and Sao Paulo, 
Brazil. 

More than a score of cities in this country still have resisted 
the national trend to rip up the tracks and give the road to the 
bus and car. 
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Business Is a Good Neighbor, Too 


A public utility organization does more than provide good 

service at reasonable rates. It also makes jobs for numerous 

employees and their families. It builds and buys all sorts of 

supplies, equipment, and other services. This article describes 

the “good neighbor” policy of a modern utility towards the 
local community. 


By K. P. WOOD* 
ASSISTANT VICE PRESIDENT, AMERICAN TELEPHONE 
AND TELEGRAPH COMPANY 


VERYBODY likes to have good 
kK neighbors — the family next 
door, friends down the street. 

It is not boasting to say that tele- 
phone people are pretty good neigh- 
bors. They are the kind of people who 
feel responsible for the community in 
which they live and work. They en- 
gage in civic activities and have a 
reputation for courtesy and friendli- 
ness. 

Businesses, too, are neighbors. And 
for them, as with individuals, being 
a good neighbor is not solely a matter 
of being pleasant. Neighborliness is 
judged by how much a business—or 
a person—contributes to the general 
well-being of the community. The Bell 
system is very much aware of this 
fact, particularly with respect to fur- 


*For additional personal note, see “Pages 
with the Editors.” 
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nishing telephone service that is high 
in quality and in usefulness. 

Obviously, good telephone service 
is essential to the well-being of cities 
and towns throughout America. It is 
a necessity for business, vital in emer- 
gencies, and people everywhere rely 
on it for day-to-day personal and so- 
cial use. In fact, life as we know it 
today would be practically impossible 
without the telephone. 

This imposes on the Bell system a 
tremendous responsibility to make the 
service it provides as good as it possi- 
bly can. 


| ee beyond providing the best pos- 
sible telephone service, there are 
many other ways in which the Bell 
system contributes to community pros- 
perity-——other ways in which it may 
qualify as a “good neighbor.” 


408 





BUSINESS IS A GOOD NEIGHBOR, TOO 


Large Sums Go to Communities 


Pa the most apparent of these, 
in its effect upon community wel- 
fare, is the money the system puts into 
circulation. 

The operating payroll of the Bell 
system amounts to almost a billion 
and a half dollars a year. This money, 
which is equal to about 50 per cent 
of the system’s total operating reve- 
nues, is paid regularly to people in 
thousands of communities, large and 
small, in every section of the country. 
The wages spent by telephone em- 
ployees mean jobs and wages for peo- 
ple in thousands of other businesses. 

The purchases of the Bell system 
companies mean a lot of business for 
communities in every state in the 
Union. 

The Western Electric Company, 
supply organization of the Bell system, 
alone bought from 23,000 different 
concerns in 2,500 cities and towns last 
year and its purchases totaled more 
than $300,000,000. 

The shopping list is practically end- 
less, covering a great variety of prod- 
ucts—from thumb tacks to motor 
trucks. Western’s purchases during 
1949 in Belleville, New Jersey — to 
take just one typical community — 
amounting to about $375,000, included 
such items as paper, bags, files, rasps, 
felt, fabricated wood parts, fire ex- 
tinguishers, chemicals, and precision 
instruments. 


6 gone money from the Bell system 
goes into American communities 
in the form of dividends paid on stock 
of the American Telephone and Tele- 
graph Company. There are 975,000 
owners of this stock and they live in 
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cities, towns, and rural areas through- 
out the country. These investors come 
from all walks of life. They include 
farmers, businessmen, clerks, mechan- 
ics, clergymen, merchants, teachers, 
housewives, doctors, lawyers, civil 
service workers, people who have re- 
tired, widows—hometown folks and 
neighbors everywhere. 

At least one in every fifty families 
has invested savings in AT&T. Many 
more have a beneficial interest through 
the holdings of insurance companies, 
schools, churches, hospitals, and chari- 
table institutions. 

Here is how Bell system disburse- 
ments are made in some representative 
communities : 

Last year in Pawtucket, Rhode Is- 
land, the Western Electric Company 
made purchases totaling over $593,- 
000 from 14 suppliers. These included 
such diverse products as webbing, 
wire, bolts, plastics, venetian-blind 
ladder tape, and cotton waste. 

In addition to this sum, major ex- 
penses of the New England Telephone 
& Telegraph Company for payroll, 
taxes on property, and garage rental 
amounted to about $1,014,000. And 
there was an additional amount of 
roughly $120,000 in the form of divi- 
dends paid to Pawtucket owners of 
AT&T stock. 

For these purposes, then, Bell sys- 
tem companies disbursed a total of 
more than $1,727,000 during 1949 in 
the city of Pawtucket, or an average 
of about $4.42 a month for each tele- 
phone in service there—a significant 
amount of money added to the econ- 
omy of this one community. 


NOTHER representative community 
is Aurora, Illinois, where Bell 
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Bell System Payroll 


ed ee operating payroll of the Bell system amounts to almost a 

billion and a half dollars a year. This money, which is equal 

to about 50 per cent of the system’s total operating revenues, is paid 

regularly to people in thousands of communities, large and small, in 
every section of the country.” 





system companies paid out more than 
$1,238,300 in 1949—an average of 
about $4.50 a month per telephone. 
The pattern was the same as in Paw- 
tucket. Western spent $324,300 for 
purchases of a wide variety of articles 
from 15 different suppliers; the Illi- 
nois Bell Telephone Company paid 
out $861,000 in wages and other ex- 
penses ; and AT&T paid approximate- 
ly $53,000 in dividends. 

In some communities the system 
pays out more money than it takes in. 
In Appleton, Wisconsin, for example, 
Western’s purchases, disbursement of 
the Wisconsin Telephone Company, 
and dividends totaled over $1,912,000 
last year, an average of about $10 a 
month per telephone, while $981,027 
was received in revenues. 

There are naturally many other 
miscellaneous expenditures that mean 
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money for local businesses. As an ex- 
ample, Bell companies spent over $10,- 
000,000 in 1949 alone for tree trim- 
ming to prevent interference with tele- 
phone lines. 

In addition, there are nonrecurring 
construction expenses. From the end 
of the war through 1949, more than 
3,800 buildings and building additions 
were constructed for Bell system com- 
panies at a total cost of $412,000,000. 
This, plus about $22,000,000 spent on 
alterations and repairs to existing 
buildings, added up to a lot of business 
for architects, real estate men, sur- 
veyors, contractors, suppliers of ma- 
terials, and building craftsmen in all 
trades, right across the country. 


Tax Payments 


B™ system taxes—and what they 
mean in the support of schools, 
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fire and police departments, and other 
such public needs and governmental 
operations—constitute a sizable con- 
tribution to the American community. 
Local, state, and Federal taxes paid 
by the Bell telephone companies in 
1949 totaled over $346,000,000. In 
the final analysis, of course, it was the 
telephone customer who paid this. He 
also paid Federal excise taxes amount- 
ing to about $445,000,000, collected 
for the government by the Bell com- 
panies. 

Thus, taxes on Bell system telephone 
service in 1949 totaled nearly $800,- 
000,000, equal to more than $2 a 
month for every telephone in service. 


Stable Employment 


Cnerm where Bell compa- 
nies operate benefit, too, from the 
fact that Bell system employment is 
good employment. Telephone people 
receive good wages; they are covered 
by benefit and pension plans which 
tide them over in times of sickness and 
accident and provide for their retire- 
ment years. Here are some of the 
things these plans give to employees: 

Sickness benefits—up to a year’s full 
pay, depending on length of service, to 
those unable to work because of sick- 
ness. 

Death benefits—up to a year’s full 
pay, depending on length of service, to 
dependents. 

Pensions — every employee with 
twenty or more years of service can 
look forward to a pension of at least 
$100 a month.at age sixty-five, includ- 
ing Social Security. Many employees 
will get substantially more. For in- 
stance, a plant craftsman, now age 
forty with ten years’ service and a 
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basic wage of $80 a week, can expect 
to retire at age sixty-five, with thirty- 
five years’ service, on a pension of 
$161.80 a month, including Social Se- 
curity, based on his present wage and 
the recently enacted changes in the 
law. 

These things plus the fact that tele- 
phone service is an essential, year-in- 
and-year-out business mean stable and 
secure employment with a minimum 
of turnover. During the past five years, 
monthly turnover in the telephone in- 
dustry averaged only 2.4 out of every 
100 employees, compared to 5.6 per 
100 in all manufacturing industries. 

Telephone employment thus repre- 
sents a factor of stability in the econ- 
omy of the community ; it contributes 
to the security of other businesses 
there. 


Public Telephones 


HERE are over 330,000 Bell sys- 

tem public telephones in service 
throughout the country, located in 
such places as cigar stores, restaurants, 
grocery stores, railroad stations, 
hotels, drugstores, and department 
stores. 

These businesses receive commis- 
sion payments from Bell companies 
for services performed in connection 
with the use made of public telephones 
installed on their premises. In addition, 
hotels are paid commissions on toll 
calls made from telephones in guest 
rooms. Nearly $30,000,000 was paid 
in commissions on public and hotel 
guest usage during 1949. 

Beyond these commissions, public 
telephones help create business. A re- 
cent survey showed that one out of 
every five persons who went in drug, 
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cigar, and stationery stores to use pub- 
lic telephones made purchases while in 
the stores, and that one out of six com- 
panions who waited while the calls 
were made also bought something. 


Independent Telephone Companies 


| eat ere of the telephones in 
America are served by the Bell sys- 
tem. The rest are owned and operated 
by about 5,600 other telephone com- 
panies and by additional thousands of 
rural or farmer lines outside of the 
Bell system but connecting with it. 
Like the Bell companies, these inde- 
pendent companies make important 
contributions to the communities in 
which they operate. 

In addition to furnishing local tele- 
phone service, the independent com- 
panies perform the outstanding serv- 
ice of helping to make communications 
nation-wide. Their lines tie in with 
Bell lines to form the vast network 
which enables a telephone customer in 


any part of the country to call any 
other and to reach nearly 96 per cent 
of the world’s telephones. More than 
half a billion toll calls were handled by 
means of this arrangement in 1949, 

The working together of Bell and 
non-Bell companies in this manner 
offers a fine example of codperation 
between large and small businesses. 


AX these things add up to an out- 
standing example of how busi- 
ness operates in America. They show 
how the success of one business con- 
tributes to the success of others. 
Money taken in in return for tele- 
phone service goes back into the com- 
munity in the form of telephone 
wages, expenditures for supplies, 


taxes, dividends, and service improve- 
ments. It is a continuing process, 
stimulating other businesses and mak- 
ing an important contribution to the 


over-all prosperity of communities 
throughout the country. 





Automotive Executive Convinced 


<4 NLESS government stops imposing limits, restrictions, 

U and burdens upon business, our capitalistic system will 
become unattractive even to many capitalists; and that the fires 
within the breasts of a hundred million capitalists whose burning 
has made our country great and can make it greater, will die 
out; and that we, too, will go down the shabby alley of collec- 
tivism, Socialism, Fascism, the welfare state, whatever name 
you give it.... 

“Those whose tenderness toward labor blinds them to the 
effects of labor monopoly, those who use labor monopolies for 
political purposes, those who have no heart for competing, fail 
to see, or pretend not to see, what to me is obvious: that, 
besides being a source of constant threats of paralyzing strikes, 
labor monopolies are the greatest threat to our free competitive 
economy. Taking competition out of American business, you 
destroy the chief value of our economy as against other eco- 
nomic systems.” 

—B. E. HutcnHinson, 
Chairman, finance committee, 
Chrysler Corporation. 
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Transit Ills Need Drastic Pills 


Twenty years ago municipal ownership seemed to be the answer 
to problems of moving the masses in our American cities, but 
more recent events have shown that the basic economic diffi- 
culties go much deeper. The transit industry, whether publicly 
or privately operated, is faced with the need of changing well- 
established patterns of public thought and conduct. 


By HERBERT BRATTER* 


recognized as one of the coun- 

try’s sickest. It has suffered from 
a crippled circulation system, per- 
nicious financial anemia, overwork, 
and undernourishment. Despite its 
chronic weakness the industry is 
forced to run in daily competition with 
throngs of private vehicles while de- 
voting its taxed strength to the nour- 
ishing of the insatiable appetite of its 
workers. This is the judgment of the 
doctors, the experts who have been 
studying and conferring over the fu- 
ture of mass transportation in our 
cities. 

Some of them are prescribing dras- 
tic medicine for the transit lines : “au- 
thorities,” public ownership, and the 
like. Others want to treat the environ- 
ment in which transit operates. The 
purpose of this article is to present the 
high lights of recently published views 
of some of the experts. On the one 


, | \HE transit industry has long been 


*For personal note, see “Pages with the 
Editors.” 
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hand there is the survey of the transit 
problem of the communities clustered 
around Oakland, California, published 
this year by the Oakland City Plan- 
ning Commission. The report deals 
with a typical transit problem and 
points in a typical direction: public 
ownership. 

On the other hand, we have the 
drastic recommendations of Colonel 
Sydney H. Bingham of New York 
city’s board of transportation. Colonel 
Bingham is the leader of the school 
which believes in changing the en- 
vironment in which transit, whether 
privately or publicly owned, has to op- 
erate. For public ownership of itself 
effects no cure of the underlying causes 
of transit’s ailments, but transplants 
the illness into the body politic. 


= municipal officials, usually not 
backward about assuming new 
powers and control over activities 
which will produce more jobs and big- 
ger budgets, have become alert to the 
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danger of getting our cities into the 
transit business by sheer default. 
Every time there is a transit fare in- 
crease throughout the country, local 
newspapers begin to fill up with in- 
dignant letters from the ubiquitous pro 
bono publico and other citizens, who 
fall into the traditionally lazy thought 
pattern of “letting the government take 
over” any problem which cannot be 
solved without inconvenience to spe- 
cial groups. But recent experience in 
municipally owned transit has made 
municipal and other government offi- 
cials very cautious about such a con- 
venient solution. 

Last December, Jerome M. Joffee, 
special city counsel for Kansas City, 
Missouri, told the National Institute 
of Law Officers that “there is not a 
handful of transit lines in the country 
that are making money.” He advised 


1 Commenting in Municipalities and the Law 
in Action (1950), Mr. Joffee summarizes the 
situation of the transit industry as follows: 


The transit industry is facing increasing 
competition from the use of privately owned 
automobiles and so-called group riding there- 
in. Moreover costs, particularly for wages 
of operators, have been increasing rapidly. 
Aside from the war years, this type of utility 
operation has experienced a poor earning 
record for many, many years. Its future ap- 
pears dark, Many large cities have been 
driven to the unhappy necessity of municipal 
ownership. The first objective in any case is 
to try to have the transit company modernize 
its equipment. 

It may pay your city to hire experts to 
make an operational study of the transit 
company’s management and business to as- 
certain whether any changes should be made 
therein to improve the economy and effi- 
ciency of its operations. It is extremely diffi- 
cult to comment on this type of rate case, 
because in many cities the highest fares 
which might be granted by the state com- 
mission would not yield an excessive rate of 
return. The chief reason for this is the op- 
eration of the economic law of diminishing 
returns, The transit riding public is more 
sensitive to changes in rates than any other 
public utility user, particularly because of 
the availability of automobile transportation. 
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the municipal officials to “do almost 
anything to avoid having the system 
unloaded upon your administration.” 

About the same time, Governor 
Dewey of New York issued a state- 
ment in Albany in opposition to a pro- 
posal for a New York state authority 
to operate the Long Island Railroad. 
He pointed to resulting losses of tax 
revenues and added, “don’t let the rail- 
road get into the hands of the poli- 
ticians like your subways.” Chicago 
(with the highest fare of any major 
city in the country, 15.17 cents), New 
York, Boston, Detroit, Cleveland, and 
San Francisco are all running deficit 
fevers of varying degree with their 
city-owned transit systems. If any- 
thing, the general level of fares in the 
big municipal transit system cities is 
somewhat higher than in the cities 
where tax-paying private transit com- 
panies still operate. 

But this is no public-private owner- 
ship controversy such as exists in the 
electric power field. The problem goes 
much deeper than that. The plain fact, 
of course, is that both municipal and 
private transit systems are edging 
perilously close to the point of dimin- 
ishing return, under existing inflation- 
ary conditions. 


The East Bay Problem 


‘T= transit problem across the bay 
from San Francisco has been the 
subject of study by the Oakland City 
Planning Commission staff in accord- 
ance with the request of the mayors 
and managers of eleven East Bay cities 
and the governments of two counties 
concerned. A preliminary report was 
submitted in March, 1950, by Oak- 
land’s City Manager J. F. Hassler and 
City Planning Engineer John G. Marr. 
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“If an effective transit system is to be 
developed,” the report concludes, 
“some form of [regional] public own- 
ership may be necessary.” This conclu- 
sion emerges not only from the fact 
that in East Bay cities privately owned 
transit suffers from physical and eco- 
nomic problems prevailing in all large 
cities, but also from the fact that the 
area to be served extends through 
many separate political jurisdictions. 

The East Bay area is at present 
served by the privately owned Key 
System Transit Lines and its parent 
company, Railway Equipment & Real- 
ty Co., Ltd. The latter in turn is owned 
by a holding company, National City 
Lines. The area of service stretches in 
a narrow strip more than 25 miles long 
and only 2 to 4 miles wide between the 
bay and the Contra Costa hills. Both 
local and trans-bay service to San 
Francisco are provided. The service is 
provided by busses and articulated 
train units. 

According to the report, “the transit 
service now being provided by Key 
System is inadequate to meet the needs 
of the East Bay metropolitan area. 
Materially improved transit service 
could attract sufficient patronage to 
significantly reduce traffic congestion 
and the demand for parking space. 
[But] Key System is not and probably 
will not be in a position to finance the 


improvements necessary to develop an 
effective transit system. Because of the 
impact of the automobile on the transit 
industry, it is unlikely that private 
capital could be induced to underwrite 
the development of an effective sys- 
tem.” 


ly the East Bay area as in other 
metropolitan districts a large and 
steadily increasing proportion of the 
population travels by automobile, the 
planning commission finds, and a 
smaller and consistently decreasing 
proportion uses mass transportation. 
Yet, the more that people use the auto- 
mobile, the greater becomes the con- 
gestion in the streets and the less ef- 
fective becomes travel by either auto 
or transit. The fact that so many per- 
sons use private cars seems to mean 
that they are convinced that the auto- 
mobile gives advantages in comfort, 
speed, convenience, and cost. Yet, be- 
lieving something does not necessarily 
make it so. As is so often the case with 
popular beliefs, this one may be 
founded upon misconception of condi- 
ditions as they have come to be. 
During the war, when there was 
gasoline rationing and private cars 
were not being made, patronage of 
the Key System reached an all-time 
high. As wartime conditions disap- 
peared, transit riding in the East Bay 
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the country’s sickest. It has suffered from a crippled cir- 


q “THE transit industry has long been recognized as one of 


culation system, pernicious financial anemia, overwork, and 
undernourishment. Despite its chronic weakness the in- 
dustry is forced to run in daily competition with throngs of 
private vehicles while devoting its taxed strength to the 
nourishing of the insatiable appetite of its workers.” 
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area fell off while operating costs rose. 
Three times since 1945 the system has 
had to obtain rate increases. Yet each 
increase—in the words of the report— 
“has served to accelerate the decline 
in patronage, which has totaled 26 per 
cent during the past five years.” After 
each increase, the system has had to 
obtain another increase to make up 
for the revenue lost through dwindling 
patronage. Public relations have suf- 
fered greatly, especially since the rid- 
ing public already was fed up with the 
wartime brand of service. Even while 
the commission’s report was published 
in March, another application for in- 
creased fares was pending. No end to 
this pernicious cycle is in sight. 

The effect of this trend on the com- 
pany’s financial position is naturally 
most serious. Twice already the Key 
System has experienced financial 
failure : in 1930 and in 1936. Through- 


out the prewar period dividend pay- 
ments were irregular. There would be 
great difficulty in attracting risk capi- 
tal to finance major future expansion 
or improvements, the commission be- 
lieves. 


National Industry in Even Worse 
Condition 


Howes realistic description of the 
position of the Key System does 
not deal with an exceptional situation. 
The nation’s transit industry is, on 
the whole, in a precarious economic 
state. 

Although the country has been 
experiencing postwar years of great 
prosperity, the transit industry has had 
two of its worst years on record. And 
conditions are getting no better. To 
quote from “The Transit Problem in 
the East Bay”: 
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The industry is feeling the results 
of a nation-wide attitude toward mass 
transit which has been developing ever 
since the automobile became available 
to people of small income. Transit is 
regarded as the poor man’s transpor- 
tation, an inferior service to be avoided 
as soon as one can afford a car. The 
national plane of living has risen to 
a point where all except those in the 
lowest income group can own an auto- 
mobile. Until the disadvantages of 
using it are clearly outweighed by the 
advantages of riding the transit sys- 
tem, the owner will continue to use 
his car. 

Investigation indicates that through- 
out the nation the problems of the 
transit industry are very similar to 
those of the Bay area. 


6 Roce greater part of the $4 billion 
now invested in the transit indus- 
try is tied up in rolling stock and rights 
of way. The industry is not agreed on 
the appropriate type of equipment for 
each phase of the job. Only the war 
boom activities of World War II 
saved the industry from widespread 
bankruptcy. But these war conditions 
which brought profits to an all-time 
high also brought service to an all- 
time low. If a similar situation devel- 
ops in the wake of the Korean war 
outbreak, can the industry stand the 
strain of trying to keep its old rolling 
stock moving under the new loads? 
And where would the money be com- 
ing from to buy any major amount of 
new equipment, assuming that war re- 
strictions permit the same to become 
available at sky-high prices? Again 
the specter of wholesale receivership 
raises its head in private transit com- 
munities. Municipal transit must face 
a similar problem with the irate tax- 
payers. 

During the postwar years net oper- 
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Economic Dilemma of the Transit Industry 


seal -vgrer must go on. But it cannot go on and be satisfactory to 

the public unless some big changes are made. Privately owned 

transit, hamstrung by spiraling costs and lagging fares in most cities, 

cannot make the grade. Public ownership, which has been spreading, 
is not a satisfactory alternative.” 





ating income of the transit industry 
has steadily declined, even while op- 
erating revenue has been increasing. 
Expenses and taxes have taken the 
difference. Net operating income after 
expenses and taxes accordingly de- 
clined 75 per cent between 1941 and 
1948. Nearly every major company 
has had to seek at least one fare in- 
crease. Between 1942 and 1948 net 
operating income as a percentage of 
revenue declined from 13.65 per cent 
to the all-time low of 2.94 per cent. 
Owing to hand-me-down accounting 
methods, some systems are still paying 
out of revenues for streetcars long 
since scrapped as junk. This itself adds 
to the fares such companies must 
charge to keep out of receivership. 


Public Ownership Trend 


6 te: trend toward public owner- 
ship of transit in this country was 
not even resisted in some instances. 
The carriers recognized the impossi- 
bility of themselves financing the 
needed capital improvements. The tax- 
payers until very recently seemed will- 
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ing to acquiesce in bond issues for tak- 
ing over the transit lines, under politi- 
cal promises that the service would be 
improved and the lines made self-sus- 
taining. In most cases, however, these 
hopes have proved illusory. Now even 
the taxpayers and municipal officials 
are on their guard. As already indi- 
cated, they seem more disposed in 
some cases to let private management 
“sweat it out.” The idea that transit, 
like water supply, sewage, education, 
and the like, is something which must 
be underwritten by the taxpayer is a 
mildly socialistic traditional concept 
which is beginning to encounter re- 
sistance, as the heavily burdened civil- 
ian population becomes more tax con- 
scious. Transit is now publicly owned 
in whole or in part in 39 American 
cities. 

According to the Oakiand City 
Planning Commission, all indications 
point to the need for a complete re- 
assessment of the function and opera- 
tion of mass transportation. Increas- 
ing attention is being given to public 
ownership on a metropolitan, area- 
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wide basis. Chicago and Boston have 
set up regional transit authorities, 
while New York and Detroit are con- 
sidering such moves. 

Since, as we have seen, public own- 
ership is no guaranty of profitable op- 
eration, tending to bring in its wake 
not only higher fares but graft and 
other disadvantages, the question of a 
more radical solution to the transit 
problem arises. Perhaps we have been 
thinking too much in terms of adapt- 
ing transit to existing conditions, 
rather than changing the conditions. 
Apart from rapid transit in the form 
of subways, elevated railroads, free- 
ways, and the like, transit has merely 
utilized the contemporary vehicles and 
conventional traffic methods. If sur- 
face transit in congested cities is to 
function effectively, competing vehicu- 
lar traffic must be greatly reduced. 
This must be done, not for the benefit 
of private or publicly owned transit 
lines, but for the benefit of the people 
who live in and use the cities. 


Inefficiency of Present Traffic 
Methods 


yr wears to the American Transit 
Association, the maximum ca- 
pacity of passenger automobiles on a 
single street lane is 1,575 per hour and 
on a freeway, 2,625. Busses on surface 
streets, in contrast, can carry 9,000 
passengers per hour and streetcars, 
13,750. On grade-separated rights of 
way the figure for streetcars is 20,000. 
Obviously, our present use of con- 
gested city streets is very wasteful. 
If more people would use transit, 
not only would the total number of 
people thus transported increase, but 
the consequent diminution of private- 


car travel would lessen the demand for 
parking space and tend to increase the 
speed of public transit. The Oakland 
commission reports that every person 
diverted to mass transit means a say- 
ing of 140 square feet which other- 
wise would have been required for 
parking. To attract car owners to 
transit travel requires conditions which 
are all too often difficult of attainment. 
Transit must be rapid, with convenient 
feeder lines. Passengers must be com- 
fortable and, during off-peak hours, 
assured of seats. Headways must be 
short, especially at peak hours, sched- 
ules must be met punctually and serv- 
ice must be area wide and conveniently 
accessible in built-up districts. 


r transit cannot be improved, the 
alternative most frequently resort- 
ed to is the provision of additional fa- 
cilities for private cars through off- 
street parking, street widening, and 
construction of freeways and express- 
ways. But each new facility attracts 
more traffic so that before long con- 
gestion is back again. Rapid transit is 
statistically more effective. As com- 
pared with the hourly 2,625 persons 
who can be carried on a single lane of 
freeway, rapid transit can carry 40,000 
on a single line of track. But the cost 
of freeways and subways is very great. 
Conversion to rapid transit in the East 
Bay area is rejected by the Oakland 
commission as a short-range solution 
of the East Bay’s transit problem. 
The commission suggests instead 19 
immediate improvements which might 
lead to additional patronage and reve- 
nues. In doing so, however, the com- 
mission recognizes that the congestion 
problem of the streets and highways 
will be bound to return and slow down 
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service to the point where transit pas- 
sengers will again use their own cars. 
Ultimately, therefore, rapid transit 
will be needed. 


Public Ownership with Private 
Operation? 


OF of the Key System’s directors 
has proposed that, since the com- 
pany cannot raise the necessary funds, 
a rapid transit system be built with 
public funds and turned over to the 
Key System to operate. The plan more- 
over would have the public buy and 
lease to the system all equipment in 
excess of that required for off-peak 
operations. The suggestion is but- 
tressed by the argument that the gaso- 
line tax is levied to finance the con- 
struction of facilities for moving peo- 
ple, so why not use it in this way? 
The Oakland commission regards it 
as unlikely that the taxpayers would 
consent to such an arrangement. A 
similar proposal failed to obtain public 
approval in the Los Angeles metro- 
politan area. The commission points 
out, however, that in two respects the 
Key System already is being subsi- 
dized : (1) the maintenance and repair 
of streets necessitated by their use by 
busses, and (2) the rental to Key Sys- 
tem of bridge and terminal facilities on 
a basis yielding less than the interest 


on the investment. The above-men- 
tioned Key System proposal is there- 
fore new in form rather than principle. 

The Oakland commission is not 
greatly attracted by this proposal. It 
is not convinced that private operation 
there will necessarily be the most effi- 
cient. From the Key System’s poor fi- 
nancial condition and its expressed de- 
sire to eliminate its unprofitable 
routes, the commission concludes that 
the most effective solution of the East 
Bay area’s transit problem is public 
ownership on an area-wide basis. In 
support of this view the commission 
reports : 


Two major economies are inherent 
in public ownership. Elimination of 
the profit item from the cost of transit 
service is one. The other is the fact 
that governmental agencies are exempt 
from Federal taxation. With corporate 
income taxes at their present high 
levels, this exemption means a sub- 
stantial annual saving. Critics of public 
ownership of transit cite the dangers 
of political control. They fear that leg- 
islators will keep fares low in order 
to win votes, regardless of the effect 
on the tax rate. They argue that with- 
out the profit motive there will be no 
incentive to achieve efficient operation. 
However, as in other fields of govern- 
mental activity, political corruption and 
inefficient management can best be 
prevented by continuous public vigi- 
lance. 


7 


try was not even resisted in some instances. The carriers 


q “THE trend toward public ownership of transit in this coun- 


recognized the impossibility of themselves financing the 
needed capital improvements. The taxpayers until very re- 
cently seemed willing to acquiesce in bond issues for taking 
over the transit lines, under political promises that the serv- 
ice would be improved and the lines made self-sustaining. 
In most cases, however, these hopes have proved illusory.” 


419 


SEPT. 28, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


This would seem a thoughtful coun- 
terargument to the fear that subsi- 
dized public ownership removes the 
safeguard against waste and ineffi- 
ciency that private enterprise auto- 
matically enforces by its economic in- 
sistence on black-ink operations. On 
the other hand, the rising tide of red 
ink experienced under municipal op- 
eration in New York, Boston, etc., 
would indicate that deficit operation 
thrives best when it is diffused among 
the vague but multiple burdens of tax- 
payers’ responsibilities. The report 
goes on to say: 


It may be some time before the peo- 
ple of the East Bay come to realize 
that they really cannot afford to be 
without an efficient transit system. But 
eventually parking spaces will be in 
such short supply, freeways and thor- 
oughfares will be so intensely con- 
gested, and so much tax money will 
have been expended without remedy- 
ing the basic ill, that the public will 
demand that improved transit be pro- 
vided. 


Fares and Public Relations 


HE American public long has ac- 

cepted the principle of “a living 
wage” for labor, but it still has to be 
convinced of the justice of a living fare 
for transit companies. Indeed, the 
workers themselves by their spiraling 
wage demands have all too often been 
keeping transit an unprofitable busi- 
ness. The issue of a living fare has 
been dramatically portrayed this past 
summer in advertisements of New 
Jersey’s Public Service, which in July 
filed petition for relief from the 5-cent 
fare. The ads compared present prices 
of cost-of-living items with those of 
a decade ago, when the company’s fare 
was 5 cents. Fruits and vegetables had 
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doubled or more than doubled in the 
interval; veal cutlets almost tripled, 
etc. Public Service’s wage costs have 
similarly mounted. Since July, 1948, 
alone they have risen $4,750,000 a 
year and since 1940, $13,500,000. 

To the reader of these newspaper 
ads the point should be clear enough. 
But will it make him any more reason- 
able about fares? Past experience 
raises a doubt on this point. The pub- 
lic seems to regard a transit fare as 
something that should always be a 
bargain. For many years the 5-cent 
fare was a political issue in cities like 
New York. That passengers were 
packed in the subways like sardines 
during rush hours only clinched the 
argument that 5 cents always had been 
enough and still was enough. Now 
that municipal ownership of transit 
has replaced private ownership in nu- 
merous cities, the customers as tax- 
payers being responsible for transit 
deficits, we have seen repeated fare 
increases. Fares and taxes have be- 
come intermingled as local political 
issues. The increase in the fares of the 
greater Boston transportation system 
last year, for example, was charged as 
violating campaign promises of Gov- 
ernor Dever. In St. Louis opposition 
to a fare increase ordered by the Mis- 
souri commission stimulated a move- 
ment for “home rule” as well as higher 
taxes. 


Is Tax Relief Needed? 


Ww both private and municipal 
transit companies facing the loss 
of traffic as their fares go up, many 
of them have been considering the 
possibility of tax relief as an alterna- 
tive. This directly raises the question 
of whether transit is to help support 
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The Problem of Future Transit Needs 


sal ite greater part of the $4 billion now invested in the transit 

industry is tied up in rolling stock and rights of way. The 

industry is not agreed on the appropriate type of equipment for each 

phase of the job. Only the war boom activities of World War II saved 
the industry from widespread bankruptcy.” 





the community or the community to 
help support the transit system. 


Wages and Fares 


| ligne apgee wage costs hit both pri- 
vately and publicly owned transit 
alike. In the former case they are re- 
flected in lower profits or in losses. 
In the latter enterprises they lead to 
higher taxes for the financing of 
transit operations. Thus, in San Fran- 
cisco in July the 24-cent hourly wage 
increase granted the municipal railway 
employees was directly linked with an 
increase of 2 cents per $100 in the tax 
rate. 

Another recent case is that of the 
Detroit Street Railways, a municipal 
system. We can do no better than to 
reproduce a short editorial on the sub- 
ject which appeared in the Detroit 
News of August 1, 1950: 


Greedy As Usual 


The AFL union of operating em- 
ployees again has kept perfect its rec- 
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ord of never letting the DSR earn a 
nickel without demanding six cents of 
it for a wage increase. 

June was the first full month for 
the DSR under the new high fare. 

The news was hardly out at mid- 
week that June receipts seemed to have 
broken the 18-month ordeal of oper- 
ating at a loss before the union began 
formulating its demand, submitted 
Saturday. 

This cannot go on forever. 

The DSR has had far greater labor 
costs, proportionate to operating in- 
come, than the average transit utility. 

It has long been run more for the 
employees’ benefit than that of the 
people, its owners. The latter are 
entitled to tire paying constantly higher 
fares, only to have the money needed 
to improve service drained off instead 
by wage exactions. 


“This cannot go on forever,” states 
the Detroit News. How do they know 
it cannot? 


pany, faced with union demands, 


ta Atlanta the Georgia Power Com- 
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sold transit properties with a book 
value of $8,000,000 to a local group 
for the equivalent of $4,300,000. The 
union got from the new owners what 
its president described as “a complete 
victory.” 

As wages rise, the services rendered 
by transit companies tend to be re- 
duced. In 1949 higher operating costs 
of the Chicago Transit Authority 
caused mainly by wage increases were 
offset by the elimination of 24 stations 
on the elevated lines. This, along with 
increased fares, has tended to reduce 
the number of paying passengers. In 
other cities, similarly, smaller income 
has forced reduction in services. When 
paying passengers are driven away 
from transit by reduced services and 
higher fares, congestion on the city 
streets tends to be increased by those 
who turn to the use of private auto- 
mobiles, while others are discouraged 
from traveling downtown, with ad- 
verse effects on local trade. 

Wage increases raise operating costs 
at once. Where they are counterbal- 
anced by fare increases there is usually 
a lag. Moreover, fare increases, unlike 
wage increases, cannot be made retro- 
active. 


Metropolitan Trends 


a trend toward larger metro- 
politan areas which accompanies 
the growth of the nation’s population 
tends to mingle the transit problems of 
the component communities. Accord- 
ing to the International City Managers 
Association, more cities are annexing 
outlying areas in an effort to control 
fringe growth. Memphis and Kansas 
City are cited as examples. Memphis 
annexed 19 square miles and an esti- 
mated 25,000 population along the 


east and south sides of the city. It im- 
mediately undertook to provide the 
annexed communities with the usual 
municipal services, including bus serv- 
ice, although residents will not pay 
Memphis taxes until next year. 

Kansas City, Missouri, earlier an- 
nexed 20 square miles of adjacent 
areas and similarly extended city serv- 
ices to them. 


The Bingham Remedy 


af congestion in downtown streets 
were done away with by the re- 
moval of “nonessential” traffic, transit 
could offer the public much better serv- 
ice, many more people perforce would 
use public transit facilities and operat- 
ing income would improve. Colonel 
Sidney H. Bingham, chairman of New 
York city’s board of transportation 
and internationally consulted transit 
expert, urges that downtown parking 
lots be eliminated and downtown 
pleasure driving in rush hours for- 
bidden. 

Already in some American cities 
fringe parking and shuttle busses 
to the business districts have been used 
to lessen downtown congestion. Others 
have been experimenting with streets 
restricted to mass transit vehicles. 
Elimination of downtown curb park- 
ing is now standard practice. Substitu- 
tion of busses for traffic-clogging 
streetcars has long been a trend. Still 
our principal city streets are clogged 
during the busy part of the day and 
countless hours of valuable time and an 
untold amount of fuel are wasted, 
amid frayed tempers and costly col- 
lisions. 

With vehicle registrations increas- 
ing at the rate of about 3,500,000 a 
year, with the use of the private car 
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doubled in six years, with more than 
25,000,000 families owning an auto- 
mobile and one out of every 17 having 
two cars, the problem of city street 
congestion calls for revolutionary 
treatment, Colonel Bingham thinks. 
He believes that every city of more 
than 1,000,000 population should have 
a subway and that cars should be 
parked on the outskirts. The Colonel 
would connect the large parking lots 
with the subway by moving platforms. 
Not only would he keep private-car 
traffic in the downtown area to a mini- 
mum, but heavy truck deliveries there 
would be confined to nighttime. 
Through traffic would be routed 
around the city and no superhighway 
would be allowed to dump its indigesti- 
ble load within the municipal outskirts. 
Only an emergency pass would enable 
a private car to “get under the feet 
of” the new, 50-seat single-deck Bing- 
ham busses designed by the Colonel 
and already in use in New York city. 
Boston, Los Angeles, San Francisco, 
and Stockholm also have ordered this 
commodious yet maneuverable vehicle. 


C= Bingham regards the pro- 
vision of adequate rapid transit 
in large cities as the financial responsi- 
bility of the taxpayers as a whole, 
rather than that of just the transit 
users. In The Saturday Evening Post 
the Colonel is quoted as follows: 


A transit system is a civic improve- 
ment like a road or a park. Since the 
city could not survive without it, it 
benefits everybody who profits from 
the city’s existence, whether he uses it 
himself or not. The only successful 
formula is to have the city pay out- 
right for construction and equipment, 
and let the rider pay for operation and 
maintenance. 
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This suggestion, it will be noted, is 
the same as has been proposed in Cali- 
fornia’s East Bay area by one of the 
Key System’s directors and rejected 
in the Oakland commission’s report as 
politically impracticable. 

By “adequate” rapid transit Colonel 
Bingham does not mean merely rapid 
and frequent service. He holds that 
transit travel must be made as com- 
fortable as possible. For New York’s 
subways he has designed smooth-rid- 
ing cars equipped with modern brakes 
for comfortable deceleration, restful 
decoration, and fluorescent lighting 
and an air-circulating system that re- 
moves dust electronically. His new 
busses have double-width doors, stag- 
gered seats providing more aisle 
room, high-level sliding windows 
which the standees can open or close, 
smooth acceleration, and other details 
important to the bus rider. 

The first step in unsnarling city 
traffic congestion is to educate the 
public : The downtown merchants who 
insist that the more people are kept out 
of the downtown area by inefficient 
private transportation, the more busi- 
ness they do; and the taxpayers who 
must foot the bill for improved rapid 
transit. Also, the private-car owner 
needs to be educated with fact and fig- 
ure as to the price he is paying in gaso- 
line, wear and tear, and lost time when 
he drives downtown. 


H™ is a challenge for combined 
resources of chambers of com- 
merce, municipal authorities, automo- 
bile insurance companies, and others. 
Statistics bearing on the inefficiency 
and costliness of the private car in 
downtown traffic should be carefully 
compiled and publicized throughout 
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our cities in easily digestible form. 
Through public exhibits and printed 
material, including local newspaper 
articles and advertisements, the facts 
and figures can be brought to the at- 
tention of the entire community con- 
cerned. The public schools may also be 
used not only to educate the coming 
generation in the community’s respon- 
sibility for good transit, but, through 
the students, to reach the families in 
their homes. Only with solid public 
backing can urban movement be made 
efficient. 


Conclusion 


Pres nae must go on. But it can- 
not go on and be satisfactory to 
the public unless some big changes are 
made. Privately owned transit, ham- 
strung by spiraling costs and lagging 
fares in most cities, cannot make the 
grade. Public ownership, which has 
been spreading, is not a satisfactory 
alternative. The inescapable fact is 
that both privately and publicly owned 


transit is being strangled more and 
more by the competition and interfer- 
ence of private automobiles. So long 
as this situation is allowed to exist 
and grow worse, private transit will 
continue to find it difficult or impossi- 
ble to operate without increasing sub- 
sidy by the taxpayer. And public own- 
ership will be just a detour leading 
back into the same stream of hopeless 
traffic congestion. 

The only course that will produce 
efficient public transit is to clear the 
snarled streets of all unessential ve- 
hicles ; not merely parked vehicles, but 
moving ones as well. Wherever neces- 
sary, this will mean blocking out in the 
hearts of our cities whole districts for- 
bidden to the private vehicle not espe- 
cially licensed to enter them. Sooner 
or later we shall be forced to draw a 
line between traffic anarchy and order, 
between inexcusably wasteful ineffi- 
ciency and feasible service in the in- 
terest of all the people who inhabit and 
use our cities. 





Government’s Growing Monopoly 


CCYN all the discussion of ‘bigness’ and ‘monopoly power’ it 

is surprising that so little has been said about the Fed- 
eral government ‘holding company headquartered in Wash- 
ington with activities sprawling into almost every possible field, 
with a collection of ‘monopolies’ beyond parallel in any private 
enterprise, with a greed for undertaking new things that would 
put any prwate monopolist to shame, and with a power to extort 
taxes from the people to cover losses and finance expansion. . . . 
It is a strange paradox that, while the government goes about 
its business of taxing the people to deprive them of cheaper 
bread and milk, butter and eggs, and meat and potatoes, it hauls 
into court, time and again, a grocery chain whose achievement 
has been to reduce the costs of food distribution about as low 


as they can go.” 


—Excerpt from “Monthly Letter,” published by 
The National City Bank of New York. 
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Pensions for Public Utility 
Employees 


The public utility industry has established a good record, as 
well as a valuable background, for sound judgment in develop- 
ing and improving pension plans. Present benefits for employees 
under most utility company plans compare quite favorably with 
those now being negotiated in many industrial concerns. 


By ROLAND S. CHILD* 


most public utility companies for 

a long time. The earliest pensions 
were usually discretionary payments 
from current funds to a few super- 
annuated employees. Subsequently 
most companies progressed through 
various trials and errors to their pres- 
ent formal plans. In this process, a 
great deal of experience and knowl- 
edge have been accumulated which af- 
ford a valuable background in our in- 
dustry. However, many pension plans 
under present-day conditions are not 
achieving the results originally hoped 
for. The present revision of govern- 
mental plans for old-age security 
makes this a logical time for reviewing 
a few fundamentals of the subject 
with a view to remedying weaknesses 
where they have appeared and obtain- 
ing the agreement of employees to any 
changes. The following discussion of 


Pirro pe have been provided by 





*For personal note, see “Pages with the 
Editors.” 


such fundamentals is based on my own 
struggles with the provision of pen- 
sions for employees of a public utility 
company over the past twenty-five 
years. It may be tinged by the fact that 
before very long I shall retire and 
“take some of my own medicine.” 


The Nature of Pension Costs 


Bap are obviously the background 
against which all details of the 
provision of pensions must be judged, 
the nature and magnitude of such 
costs being very different from those 
of other welfare provisions. After an 
employee is retired, he may live for 
one day or for thirty-five years or 
more. Pension payments of $100 a 
month might, therefore, total any- 
where from $100 to over $40,000 dur- 
ing the retirement of one employee. 
Insurance companies will guarantee to 
make such payments for life commenc- 
ing at age sixty-five for a payment at 
that age of about $15,900 for a man, 
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or $18,700 for a woman. If payments 
of $100 a month commenced at age 
sixty, the respective amounts would be 
$18,700 and $21,600. Independent ac- 
tuaries would usually stipulate some- 
what smaller sums without, however, 
the guaranty of adequacy or the in- 
clusion of costs for managing the 
funds, mailing checks, etc., which are 
included in insurance company figures. 
In any event, there is no magic by 
which pensions can be provided with- 
out someone putting up a lot of money. 
The size of pensions and the age at 
which payments start are obviously the 
principal determinants of the total 
cost. 

Other costs will, of course, be in- 
curred for benefits at death before or 
after retirement and for benefits in 
cases of withdrawal from the plan. For 
a given total cost, therefore, the largest 
pensions can be provided where other 
benefits and the cost of administration 
are minimized. 


6 San basic cost formula under any 
method of providing pensions is 
simple. In the long run the cost will 
equal the benefits actually paid to the 
employees or to their beneficiaries plus 
the cost of administration. This holds 
true whether pensions are paid directly 
to pensioners by the company from 
month to month or whether they are 
paid under life insurance, trust com- 
pany, or other reserve financing where 
deposits are made before the pension 
payments start and earn interest in the 
meanwhile. Interest earned belongs to 
those who put up the money. It is, 
therefore, part of the real cost and the 
formula is not changed. 

Important to costs is the long term 
of years over which benefits must be 
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paid or costs accrued. A pension may 
be payable to a retired employee for 
up to possibly thirty-five years. If 
funds for such payments are accrued 
during the employee’s active service, 
the period of accrual may be up to 
thirty to forty additional years. Such 
long periods during which huge sums 
may be accumulated, invested, and 
paid out make appropriate administra- 
tion vital to the success of a plan. 
Highly competent technical and finan- 
cial ability must be continuously avail- 
able from one generation to another. 
Administration by a life insurance or 
trust company, therefore, seems pref- 
erable to administration wholly by our 
own managements or by unions. 

Where future costs are funded the 
interest earned is of great importance 
because of the long periods and large 
sums involved. The net rates of in- 
terest which may actually be credited 
to the fund by insurance companies or 
by trustees, as indicated by past ex- 
perience, are, in the long run, the fac- 
tors to be considered rather than the 
interest rate stipulated as the basis for 
insured annuity contract rates, or used 
as the basis for the actuarial estimates 
of trusteed plans. 


HE various elements of the cost 

of administration should, of 
course, be kept as low as possible. 
These include costs to the company it- 
self, charges for actuarial computa- 
tions, the management and appropri- 
ate investment of the accumulating 
funds, and their distribution to pen- 
sioners over their lifetimes. In the 
long run, such administrative costs are 
of less significance than the interest 
earned and the scale of benefits paid 
under the plan. 
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The number of employees arriving 
at retirement age from year to year is 
a function of the size of the organ- 
ization some thirty years previously. 
They represent the remainder after 
separations for death and other rea- 
sons. Owing to the past growth of the 
utility industry, the incidence of re- 
tirements will probably continue to in- 
crease and will be accelerated by the 
continually greater number of individ- 
uals who are living to retirement age. 
This trend combined with the large 
amounts required for one pensioner 
must be kept in mind in determining 
the scale of benefits which can be pro- 
vided. This is, of course, simply a part 
of the general problem of what load 
our economic system can stand in 
maintaining some specified living 
standard for an ever-increasing por- 
tion of our population which is be- 
coming nonproductive as a result of 
age. 

Under a _ well-conceived pension 
plan, there are definite advantages 
which reduce the cost. The retirement 
of employees is facilitated when their 
effectiveness has diminished or the 
need for their services has disap- 
peared. Better qualified employees can 
be obtained in competition with other 
businesses which provide pensions. 
The morale of the working force is 
improved by increased opportunities 
for promotion during active service 


and by a feeling of adequate security 
for their old age. Difficulties in em- 
ployee and public relations which re- 
sult in the absence of pensions are 
avoided. Direct monetary savings can 
frequently be shown when employees 
are retired without replacement, or 
when they are replaced by more effi- 
cient, and usually lower paid, em- 
ployees. Such advantages are consid- 
ered by most managements as justify- 
ing the cost of their plans. Experience 
has shown that they are fully realized 
only when pensions are adequate. 


Who Pays the Cost? 


[’ pensions are “paid as you go” di- 
rectly from company funds, they 
are usually charged entirely to operat- 
ing expenses. The costs paid by a 
company from year to year for cur- 
rently accruing benefits under funded 
plans are also included in operating 
expense. Under funded plans, the cost 
of “past-service benefits” has usually 
been charged to surplus and thus paid 
from stockholders’ funds, although 
some commissions now permit past 
service costs to be charged to opera- 
tions. Of the amounts charged to op- 
eration, the percentage otherwise pay- 
able as corporate income taxes is, in 
effect, paid by society in general. The 
remainder is paid by the company’s 
customers in their rates for service, 
where a return sufficient to attract 


e 


in deciding how large pensions should be. Most public utility 


q “THE matter of cost and its incidence must be kept in mind 


companies have a long experience in pensioning employees 
as a practical basis for guidance in this matter. An appro- 
priate relationship of total old-age income to take-home pay 
during the final years of the employee’s active service is 
usually necessary.” 
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new capital is being earned by the com- 
pany. In the absence of such a return, 
that portion of the cost is paid out of 
earnings otherwise available to the 
stockholders. 

In the long run, therefore, most of 
the cost of company pensions will fall 
on society as a whole and on the cus- 
tomers who will have been served by 
pensioners. The pensioner will have 
paid part of the cost under a contribu- 
tory plan. He will also have paid part 
of the cost of his old-age income from 
the governmental plan, the customers 
and society in general having paid the 
balance. A survey of the pension prac- 
tices of 132 leading gas and electric 
companies shows that early in 1950 
employees were paying a portion of the 
cost in 58 per cent of the plans. 

In general, the benefits accrue in 
varying degrees to those who have 
paid the cost. Obviously, the employee 
benefits by the solution, or at least the 
partial solution, of the problem of his 
maintenance throughout his old age. 
Less obviously, the company and those 
who buy its services benefit since, as 
indicated above, a well-designed plan 
helps maintain an effective organiza- 
tion and good employee and public re- 
lations. Society in general benefits— 
with appropriate pensions available, a 
considerable load is removed from 
public relief since pensioners will have 
sufficient funds to pull their own 
weight in the community boat. They 
will be happier and better citizens. 


How Large Should Pensions Be? 


Sos following ideas now seem to 
be quite widely accepted: (1) 
that the governmental provisions 
should take care of basic old-age sub- 
sistence needs on a very modest scale; 
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(2) that the employer has some obli- 
gation (or economic justification) to 
provide sufficient additional income 
for a reasonable degree of comfort 
without too drastic changes in former 
living standards to an employee who 
has retired after having served the em- 
ployer for a long period of years; and 
(3) that anything above the foregoing 
should be the responsibility of the 
employee himself. 

Employees may meet their own re- 
sponsibility for their old age by home 
ownership or the exercise of thrift in 
other ways. If they are afforded an 
opportunity to provide additional old- 
age income by contributing to the cost 
of a soundly financed pension plan 
under the convenient and fairly pain- 
less method of payroll deductions, 
typical public utility employees usually 
welcome the opportunity to do so. 
Where they do contribute, they should 
reasonably expect a larger pension 
and a correspondingly greater degree 
of comfort in their old age. It is note- 
worthy that the benefits of many pres- 
ent plans under which employees pay 
part of the cost are no greater than 
those of some noncontributory plans. 
While individual plans must be de- 
signed to fit the financial and other 
circumstances of each company, the 
expectation of a difference in benefits 
under contributory and noncontribu- 
tory plans seems likely, sooner or later, 
to become a subject for negotiation 
under some contributory plans. 


HE matter of cost and its incidence 
must be kept in mind in deciding 
how large pensions should be. Most 
public utility companies have a long 
experience in pensioning employees as 
a practical basis for guidance in this 
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Public Utility Experience with Pensions 


saat Bn public utility is fortunate in having a valuable background 

for sound judgment in developing or modifying pension plans. 

The present benefits under most utility company plans compare favorably 

with those now being negotiated in many industrial concerns, so the pat- 

tern apparently developing in industry generally should, therefore, not be 
embarrassing.” 





matter. An appropriate relationship of 
total old-age income to take-home pay 
during the final years of the employee’s 


active service is usually necessary. 
The traditional idea of “retirement on 
half pay” after long service is still 
quite prevalent. If the difference be- 
tween income taxes before and after 
retirement for various earnings 
classes, and the requirements for sub- 
sistence and minimum comfort are 
considered, somewhat greater percent- 
ages of final pay may be appropriate 
where the employee’s earnings have 
been modest than would be required 
where earnings have been greater. 
Suppose you check this for yourself. 
If you were crowding sixty-five, your 
children were all on their own, you 
lived with your wife in a home which 
you owned, and you were going to be 
retired on a pension tomorrow, what 
expenditures could you cut out? You 
would make no further payments un- 
der your company’s pension and other 
benefit plans. Your income tax would 
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be reduced and you could eliminate 
any accruals for investment, and pos- 
sibly for life insurance by taking paid- 
up policies. If your heart and back 
were still good, you could do the chores 
around your home instead of playing 
golf. You might do with one less car. 
Perhaps your wife could make some 
economies. What would it all add up 
to? Half your present take-home pay? 
Every employee you retire faces a re- 
adjustment of this sort. After consid- 
ering such readjustment in typical 
cases under present-day conditions, 
one prominent pension consultant re- 
ferred to the pension problem of some 
companies as simply showing the em- 
ployee “how to be happy though 
broke!” 


Average or Final Pay Bases 


A FEW public utility plans have rec- 
ognized the desirability of an 
appropriate relationship of old-age 
income to final pay in their benefit for- 
mula, such as, 1 per cent of final pay 
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(or average of some final year’s pay) 
per year of service. For thirty years’ 
service this would result in 30 per cent 
of such pay. With Social Security 
added, the total should approximate 
half of final pay. The trouble with 
such formulas is that final pay can 
never be foreseen for very long with 
any accuracy and the employer cannot 
know what he may be in for as to cost. 

To avoid this uncertainty and to be 
able to make definite financial pro- 
vision for accruing future pensions, 
the pension in the great majority of 
funded plans is based on a percentage 
of the actual pay each year of the em- 
ployee’s participation. If such percent- 
age were also 1 per cent, the resulting 
pension for thirty years’ participation 
would be 30 per cent of the average 
pay for the thirty years. If an em- 
ployee’s wages were unchanged 
throughout the thirty years, the pen- 
sion would be the same as under the 
foregoing final pay formula. While 
this is an unrealistic assumption, it is 
occasionally made in careless compari- 
sons of the benefit formulas of various 
plans. 


E $-~ relationship of the pension to 
final pay under an average pay 
formula will, of course, depend entire- 
ly on the wage history of the employee. 
For example, if his wages had in- 
creased by the equivalent of 2 per cent 
a year compounded for thirty years, a 
percentage of approximately 14 per 
cent of each year’s pay would be re- 
quired to produce the same pension as 
a 1 per cent final pay formula. If wages 
had increased 3 per cent a year, the 
required percentage would be about 
1} per cent, for 44 per cent annual in- 
crease—1? per cent, for 6 per cent an- 
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nual increase—2 per cent, etc. While 
the wage progress of different individ- 
uals is likely to vary widely from any 
assumed compound interest curve, the 
foregoing should receive careful con- 
sideration when any present average 
pay formula is to be modified. 


Modified Social Security 


~~ all formulas are “inte- 
grated” with the Social Security 
benefits. This is accomplished in some 
cases by reducing the percentage ap- 
plied to the wages covered by Social 
Security, in others by applying the 
same percentage to the total wages and 
stipulating that all or a portion of the 
primary Social Security benefit shall 
be deducted from the result of the for- 
mula. If new formulas are under con- 
sideration, the former method, which 
produces a pension “independent of 
and in addition to any governmental 
benefits,” may have a better psycho- 
logical appeal than the latter type, un- 
der which “something is taken away.” 

Based on prewar experience with 
rates of wage increase, many average- 
pay plans resulted in reasonably ap- 
propriate relationships to prewar final 
pay. The postwar inflation of wages 
and costs, however, has seriously up- 
set the adequacy of the resulting pen- 
sions in cases of current retirements 
under such plans. It has, similarly, 
seriously increased the cost under final 
pay formulas. The prospective increase 
in Social Security incomes will offset 
the present inadequacy of many plans 
to a great extent. Also if the trend of 
increase in wage rates and living costs 
again becomes more normal, no change 
may be necessary in many “average 
pay” formulas, and temporary ex- 
pedients adopted by many companies 
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to supplement present plans may be 
abandoned, or reduced, and merged 
into the formula of any modified plan. 


When Should an Employee Be 
Retired? 


| eensg the viewpoints of society and 
of the individual himself, it is 
probably desirable for him to continue 
in some productive capacity as long as 
he is able to do so. Furthermore, the 
later a given pension commences the 
less it will cost. It would thus seem 
that an employee should be retired only 
when his effectiveness has diminished 
to a point where he no longer earns the 
pay for his job, or for any other job 
which may be available and which he 
is willing and qualified to take. This 
condition eventually arrives for all in- 
dividuals but not at any uniform age. 
The difficulty is to determine, without 
discrimination or the establishment of 
embarrassing precedents, just when 
efficiency has become so impaired. To 
avoid such difficulty, compulsory re- 
tirement at a specific age is frequently 
stipulated. 

Some unions and individual em- 
ployees have objected to such compul- 
sory retirement, and to the determina- 
tion of the time of retirement as a sole 
prerogative of management. Such ob- 
jections are most insistent where the 
pension is inadequate (or where there 
isno pension). If the retired employee 
is “getting a good break,” other em- 
ployees, and their representatives, are 


usually pleased and may welcome the 
resulting opportunities for promotion. 

Most persons do not retire volun- 
tarily. Management must, therefore, 
be in a position to determine the time 
of retirement, preferably in accordance 
with definite procedure stated as a part 
of the plan and understood by the em- 
ployees throughout their active em- 


ployment. 


Fyne “normal age” for the 
commencement of pension pay- 
ments must be assumed for the actu- 
arial computation of costs and benefits 
and for their statement in the descrip- 
tion of the plan. Actual retirement 
need not be uniformly at such age. 
Where retirement is at earlier ages, 
experience indicates that very nearly 
the same pension as would be payable 
at the normal age is necessary. On the 
other hand, if retirement is deferred 
to a later age, the pension should not 
be much, if any, greater than would 
be adequate at the normal age. Unless 
provisions of this sort are made, re- 
sistance to retirement, and grievances, 
are likely to be incurred. It should also 
be kept in mind that some cases where 
retirement is deferred will result in a 
chain of disappointment down the line 
on the part of subordinates who had 
been looking forward to advancements 
when “the old man” reached his nor- 
mal retirement age. 

Some unions have proposed the 
right to retire after twenty or thirty 


e 


or thirty years’ service, regardless of attained age. This 


q “Some unions have proposed the right to retire after twenty 


would be economically and socially undesirable and should 
be resisted as unwarrantably costly.” 
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years’ service, regardless of attained 
age. This would be economically and 
socially undesirable and should be re- 
sisted as unwarrantably costly. 


Bargaining 


Mc" pension plans were introduced 
unilaterally by public utility 
managements before the adoption of 
plans was subject to collective bargain- 
ing. Incidentally, provisions of such 
plans are probably more liberal than 
they would have been if they had been 
determined under the give and take of 
the bargaining table. Usually the same 
provisions apply uniformly to the 
members of the bargaining unit and 
to supervisors and officers—a fact that 
tends to assure more equitable and 
liberal treatment than is found where 
different sauces are served for the 
geese and for the ganders. With this 
background, it would seem that nego- 
tiation on any changes which may be 
desirable in our plans should not pre- 
sent too great difficulties. 

Because of their long-term nature, 
pension plans are obviously very dif- 
ferent from the subjects heretofore 
negotiated in year-to-year bargaining 
contracts. For example, if you in- 
creased wages 10 per cent it might be 
only a one-year proposition. Under a 
pension plan, however, you might have 
$4,000,000 of reserve built up under 
an announced scale of benefits. If you 
agreed to increase such benefits 10 per 
cent, you would not only have to in- 
crease your future annual costs 10 per 
cent but you would also have to make 
up an additional $400,000 of reserves. 

Thus far, the principal union objec- 
tives, in some industrial concerns at 
least, have been to establish employer 
responsibility to provide pensions, and 
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to obtain fixed pensions, usually $100 
a month, including Social Security, 
commencing at age sixty-five after 
twenty-five years’ service. While such 
fixed pensions seem likely to prove un- 
satisfactory in many respects, they 
should not be embarrassing to most 
utility companies since their plans, in 
most instances, provide at least that 
much. 

However, some inclusion of such 
a minimum in the statement of the 
plan may be required. 


Bere: have expressed the desire 
to share in the administration of 
plans. Insistence on this in various 
cases will probably depend a great deal 
on the degree of confidence existing 
between the employees and the man- 
agement of a company. Unions’ past 
experience in the administration of 
pension plans for employees of elec- 
trical contractors, and more recently 
for coal miners, has been such as to 
cause most well-informed public utility 
employees to prefer administration by 
management where the terms of a plan 
are satisfactory, its financing is sound, 
and the union is informed periodically 
regarding the status of the plan and its 
application to the participating mem- 
bers. 

Some unions, in their efforts to ob- 
tain pension plans, have advanced 
arguments relative to “human depre- 
ciation” and pension accruals as “de- 
ferred wages.” Such theories, if at all 
valid, would have a bearing on any 
vested right an employee might have 
to his employer’s accruals of the cost 
of his future pension in case he died 
or withdrew from the plan before re- 
tirement. While such arguments are 
debatable, to say the least, reasonably 
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liberal vesting provisions, if in the 
form of old-age income, would be so- 
cially desirable to facilitate the mobil- 
ity of labor and to afford the older 
employee protection against the hazard 
of being released with inadequate pro- 
vision for his old age. However, full 
vesting from the start of participation 
in the plan would seem to be warranted 
only if private pension plans were uni- 
versal and all provided for full vesting. 

Under present conditions, it would 
seem that vesting provisions should be 
limited by the facts that: (1) For a 
given total cost, the more liberal the 
vesting provisions are, the smaller the 
pensions will have to be for those who 
actually retire, and (2) any obligation 
of the employer to provide pensions is 
now a contingent obligation. That is, 
it exists only if and when the employee 
is actually retired, and only after the 
employee has had a long period of 
service. This is the same as many other 
so-called “fringe” benefits: The em- 
ployer pays no life insurance unless the 
employee dies, no sickness benefits un- 
less he becomes sick, etc. 


Be on all the foregoing, the most 
practical arrangement appears to 
be to provide for full vesting only after 
the employee has had a considerable 
period of service and has attained a 
specified age. In any event, such vest- 
ing should be only in the form of old- 
age income. 

If pensions are recognized as con- 
tingent obligations, there is, in reality, 
no necessity for an employer to make 
accruals of the cost until the obligation 
becomes actual, or at least imminent. 
He may, however, decide to do so 
from an earlier date to obtain tax and 
interest advantages and to stabilize the 
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cost. Funding also affords an impor- 
tant guaranty to the employee that he 
will actually receive his pension after 
qualifying for it, and might be agreed 
to as one consideration for the em- 
ployee contributing to the cost of the 
plan as his own means of providing 
for his old age. 

The principal danger in bargaining 
about pensions is that, with inadequate 
knowledge and insufficient considera- 
tion, some “shot-gun” plan entailing 
many future difficulties may be adopted 
hurriedly in order to reach an agree- 
ment. 

With this in mind, any plans, 
or their modifications, should be 
worked out well in advance of negotia- 
tions after careful consideration of all 
pertinent factors. Employees and their 
representatives should be consulted to 
obtain their views after they have been 
given as complete an understanding as 
possible of the theory and reasoning 
under which the proposed terms were 
reached. The average intelligence level 
of public utility employees is such that 
an approach of this sort should be en- 
tirely practicable, and should lead to 
sound and satisfactory settlements 
without great difficulty and with better 
acceptance and greater good will than 
are likely to result under other bargain- 
ing techniques. 


Conclusion 


fas public utility industry is for- 
tunate in having a valuable back- 
ground for sound judgment in devel- 
oping or modifying pension plans. The 
present benefits under most utility 
company plans compare favorably 
with those now being negotiated in 
many industrial concerns, so the pat- 
tern apparently developing in industry 
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generally should, therefore, not be 
embarrassing. In cases where plans are 
now inadequate, demands for more 
liberal pensions will doubtless be made 
and usually agreed to with material 
improvement in such plans. Corre- 
sponding increases in cost will result. 

I know of no instance, however, 
where customers, commissions, or the 
general public, other than occasional 
stockholders, have objected to the pro- 
vision of appropriate pensions for long 
service employees. With increasing 
pension-consciousness on the part of 
the public it seems unlikely that such 
objections would be raised unless bene- 
fit scales were very much larger than 
most of those now in effect or contem- 
plated, or unless the total cost under 
governmental and private plans be- 
comes an intolerable burden on the 


economy of the country. Incidentally, 
the fact that benefits had been arrived 
at by collective bargaining might help 
in establishing “reasonableness” if it 
should become necessary to do so. 

With the advantages referred to and 
with probable ability to agree on the 
primary consideration—adequate pen- 
sions—we should be able, at the same 
time, to obtain satisfactory determina- 
tion of more controversial matters 
such as management’s prerogative to 
specify the time of actual retirement, 
the exclusion of pension plans from 
year-to-year bargaining, etc. Our plans 
should then achieve the gains in effi- 
ciency and in improved morale origi- 
nally hoped for but not being fully 
realized now where benefits are inade- 
quate for present-day and prospective 
conditions. 





Regulated v. Unregulated Transit Service 


66Comzens all over the country who yearn to put the local public 
service facilities in the hands of ian ‘authority’ may be at least 
New York city’s recent experiences with 
its socialized traction lines. New Yorkers are beginning to see a striking 
difference between publicly regulated private agencies and unregulated 
public ones. 

“Item: The other day the New York Transit Authority announced 
the closing of the 129th street terminal of the elevated line, obliging pas- 
sengers who got off there to take to their shanks mares several blocks 
short of their accustomed destination. I 


mildly interested in some 4 


Item: Several months ago the authority closed the 18th street station 
on the Lexington avenue subway lines, similarly obliging some passen- 
gers to do more walking in the open, rain or shine. 

“Item: The generally prevailing condition in the New York subways 
in respect to cleanliness—no, let’s not talk about that. It isn’t fit to print. 

“No squawks from the local traveling public in reference to any of 
these items. An authority worthy of the title never listens to squawks 
unless they happen to come from the Transport Workers Union. 

“But what a squawking Roman Holiday the local pro bono publicos 
would have made over each of these items in the unprogressive old days 
when soulless corporations provided the transportation! And would the 
public service commission have listened respectfully? Well, ask the 
Long Island Railroad, which wants to abandon a branch on which a 
long wood trestle burned out, a branch which for years hasn’t earned 
enough to grease the train axles. 

“Yes, the big city slickers are learning the hard way that the title 
‘authority’ means just what it says.” 


is 
thor: 
Pres 
patte 
may 
ultin 
cy, p 


And 


utilit 
ment 
latte 
phon 


—Enpiror1aL STATEMENT, 
The Wall Street Journal. 
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Utilities 


Utility Wage-Price Controls 


T= Defense Production Act poses 
a question for the utilities which may 
have to find its solution in future legis- 
lation. The new law specifically exempts 
public utility rates from any exercise of 
price controls. At the same time, emer- 
gency price and wage controls are tied 
together on both a general and selective 
basis, at the President’s discretion, but 
the language of the act does not exempt 
utility wages. The law merely exempts 
the application of emergency control 
powers to rates charged by any common 
carrier or other public utility. Therefore, 
with wage “freezes” definitely tied to 
price controls, and such controls not ap- 
plicable to the utilities, one can readily 
ask the question, “Can the President 
freeze wages in an industry where he has 
no price-control powers ?” 


* 


Heavy Weather Ahead for 
Defense Administration 


[ setting up machinery for the admin- 
istration of emergency controls as au- 
thorized by the Defense Production Act, 
President Truman has apparently set the 
pattern for a maze of confusion which 
may only be straightened out through the 
ultimate creation of a super control agen- 
cy, patterned along the lines of the War 
Production Board of World War II. 
And the public utilities, at this moment, 
seem to be “caught in the middle.” 
Administration plans have divided 
utility supervision between the depart- 
ments of Interior and Commerce. The 
latter will exercise controls over tele- 
phone, telegraph, and transit companies, 
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while Interior will hold sway over elec- 
tric power, gas—manufactured, mixed, 
and natural—and related oil production 
and distribution, and solid fuels. 

Commerce’s newly created subagency 
—the National Production Authority— 
with its power over inventory controls, 
responsibility for program planning and 
production, and allocations of critical 
materials, may find itself in frequent con- 
flict with Interior in more ways than 
one. 

As the new agency allocates materials 
to manufacturers of military supplies it 
may demand high power or fuel priori- 
ties from Interior, regardless of the lat- 
ter’s views or previous commitments. 
That could be one source of conflict be- 
tween the two agencies. 

In turn, Interior might come to Com- 
merce for allocations of critical materials 
for the construction of an hydroelectric 
development essential, according to In- 
terior, to the defense effort. Commerce 
could disagree and deny the request. 


ITHER of the two eventualities out- 

lined would send the two agencies 
to the White House for resolution of the 
dispute. Similar situations could arise 
should REA want materials for a new 
or expanding codperative that Com- 
merce might regard as nonessential to de- 
fense. 

Again the White House would find 
itself arbiter of a dispute that should 
have been settled at a lower level. 

A continuation of these bickerings, and 
the President will find himself compelled 
to concentrate all control authority—ex- 
cept wage, price, and rationing—in a 
single agency. 
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War Will Not Halt Public 
Power Program 


| 8 gees the Korean situation mate- 
rially worsens in the weeks and 
months ahead, there can be no reason to 
expect any marked reduction in the ex- 
penditure of appropriate Federal funds 
for multiple-purpose projects involving 
hydroelectric installations. 

In fact, the military emergency has 
been seized by the Department of In- 
terior and the Tennessee Valley Au- 
thority as pointing up a real or imagined 
necessity for accelerating the govern- 
ment’s public power program. 

Interior Secretary Chapman, in a re- 
cent letter to Representative Henry M. 
Jackson (Democrat, Washington), said 
that he is planning a program that will 
bring into production 7,000,000 new 
kilowatts of Federal power in the next 
five years, while TVA has asked an ad- 
ditional and supplemental appropriation 
of $28,500,000 for fiscal 1951 to speed 
construction of steam and hydro units in 
its area of operations. 

Writing to Chairman Kenneth D. Mc- 
Kellar (Democrat, Tennessee) of the 
Senate Appropriations Committee, TVA 
Chairman Gordon R. Clapp said the sup- 
plemental estimate of $28,500,000 would 
advance the completion dates of 480,000 
kilowatts of capacity so that it will be 
available to meet the peak demands of 
the winter of 1952-53, as well as ad- 
vance the schedule of certain transmis- 
sion facilities to supply additional power 
to the Atomic Energy Commission at 
Oak Ridge. 

Since the end of World War II, Clapp 
said, power consumption in the TVA 
service area has been increasing at a 
greater rate than that for the nation, and 
exceeding the additional generating ca- 
pacity that has been installed. TVA, he 
continued, has been able to meet its pow- 
er supply obligations in the area only by 
reducing its operating reserves, by re- 
calling power sold on a temporary basis 
to neighboring utility systems, and by 
using to the maximum the rights of in- 
terruption reserved in contracts with 
large industrial users. 


It now appears that the power re- 
quirements of the region will reach 4,- 
250,000 kilowatts in the winter of 1952- 
53, and that the program of power in- 
stallations recommended by TVA and 
the President will fall short by 330,000 
kilowatts of meeting these demands, 
Clapp wrote, adding that a deficiency of 
this magnitude would be extremely se- 
rious, and could have “a tragic effect 
upon national security.” 


- 
Budget Pruning 


Ca with a congressional di- 
rective to cut $550,000,000 from the 
fiscal 1951 appropriations for the non- 
military agencies, the Bureau of the 
Budget is presumably endeavoring to as- 
certain just what Federal agencies are 
to “feel the ax,” and where. It is a cer- 
tainty the bureau will not reach any con- 
clusions at an early date—surely not be- 
fore the November congressional elec- 
tions. 

Procedure will be to obtain recom- 
mendations from the various agencies, 
all of which will no doubt use every 
stratagem to link their operations to the 
war effort, as already has been done by 
the Department of Interior and by the 
TVA. 

In an election year, or any other year, 
Federal bureaus are averse to personnel 
reductions. And at any time they hesi- 
tate to cut back on construction, particu- 
larly in those congressional districts 
where the minority party is a threat to 
the majority, and vice versa, 

With these political complications, and 
the present official thinking that nothing 
must interfere with public power de- 
velopments, one cannot foresee any par- 
ing of expenditures for those develop- 
ments. Perhaps, as a gesture toward 
Federal economy, the Interior Depart- 
ment will temporarily eliminate irriga- 
tion and municipal water supply features 
from some of its multipurpose projects, 
while the Army Engineers may defer a 
few million dollars worth of their minor 
flood-controi or rivers and harbors proj- 
ects. 
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WASHINGTON AND THE UTILITIES 


REA Writes Own Economy 
Plan 


"re Rural Electrification Admin- 
istration would seem to be in a fa- 
vorable position in so far as budget par- 
ing is concerned. Congress has always 
been ready to hand this agency what it 
may ask in the way of lending authority 
and operating funds, although the latter 
were trimmed $775,000 in the current 
appropriation measure. Further, admin- 
istration circles have a high regard for 
the political strength of this agency with 
its millions of beneficiaries in 45 states, 
the Virgin Islands, and Alaska. 

Careful personnel reduction would not 
be too serious a problem for REA. Offi- 
cials concede a slowing of loan requests, 
while the new rural telephone program 
is not moving at a pace rapid enough to 
present personnel problems during the 
coming year. 

If the Budget Bureau should reduce 
REA’s lending authority by $50,000,000 
—10 per cent of the total authorized in 
the Omnibus Appropriations Bill—the 
agency would still have approximately 
$530,000,000 available for 1951 loans. 
This is because of an $80,000,000 carry- 
over from fiscal 1950 lending authority. 

During the fiscal year recently ended, 
REA power loans totaled approximately 
$375,000,000, a figure slightly smaller 
than for the fiscal years 1948 and 1949. 
This may indicate that fiscal 1951 will 
see a smaller total, especially if military 
priorities curtail available supplies of the 
critical materials entering into the con- 
struction of distributing and generating 
and transmission systems. 

The telephone loan program could 
easily stand pruning in excess of the 10 
per cent cut specified by Congress which 
authorized $32,500,000 for these loans. 
It is to be remembered that this program 
has approximately $21,500,000 carry- 
over from its 1950 authorization. 


a 
Columbia Valley Water 
Diversion 


HERE are indications that Interior 
Department’s Bureau of Reclama- 
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tion has completed at least preliminary 
plans and specifications for the diversion 
of Columbia river valley “surplus” wa- 
ters to southern California. The plan 
apparently has the tacit approval of Pres- 
ident Truman who recently wrote Rep- 
resentative Walter Norblad (Republican, 
Oregon) that he saw no reason why wa- 
ters of the Columbia valley should “go to 
waste.” 

The idea, which originated with the 
late Representative Richard J. Welch 
(Republican, California), has the en- 
thusiastic backing of Assistant Secre- 
tary of Interior William E. Warne, 
former southern California newspaper- 
man. However, as the proposal has been 
bruited about the corridors of Washing- 
ton for a number of years, competent 
authorities have pronounced it “fan- 
tastic.” 

Army Engineers, long familiar with 
construction costs of water-control proj- 
ects, have said the cost of a Columbia 
river diversion project would be prohibi- 
tive, although it is possible as an engi- 
neering accomplishment. But cost has 
never been a deterrent to planners of the 
Interior Department. 

Perhaps national concern over the cost 
of our present military operations will 
cause Interior to be cautious in talking 
up the proposal at this time, but there 
is nothing to stay its quiet planning for 
some future announcement giving the 
project the color of engineering and eco- 
nomic feasibility. 

In the meantime, Representative Nor- 
ris Poulson (Republican, California) has 
blasted the plan as a “desperate attempt” 
to aid the Central Arizona project and 
rob California of Colorado river water 
by diverting attention to the Columbia 
river diversion proposal. In a statement 
to Congress, Poulson declared California 
“would never call upon the taxpayers of 
the nation to pay for such a project.” 

Other California Congressmen concur 
in Poulson’s view, while three or four 
House members from Oregon and 
Washington are said to object to any 
diversion of water resources from their 
states. In addition, they say the cost 
would be prohibitive. 
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Senate Hearings on Bell Labor 
Relations 


CIO strategy for piecemeal revision 
of the Taft-Hartley Act was seen as 
one explanation for the recent Senate 
Labor Subcommittee hearings on Bell 
system labor relations. The theory is that 
labor leaders are beginning to lose hope 
of any wholesale repeal of Taft-Hartley 
and are now turning their attention to 
certain definite provisions which might 
be vulnerable to congressional amend- 
ment. 

One such change would be legis- 
lation permitting industry-wide bargain- 
ing on a national centralized union basis. 
As a practical matter, John L. Lewis’ 
United Mine Workers already exercise 
such powers, unofficially. CIO now ap- 
parently feels that a better case for in- 
dustry-wide bargaining can be made with 
respect to an industry which is largely 
subject to a central top management con- 
trol organization. 

The Senate subcommittee, looking in- 
to Bell system labor relations, was ex- 
pected to make a report dealing with in- 
dustry-wide bargaining for the telephone 
industry. Of course, no such legislation 
can be expected from the 81st Congress. 
But the groundwork is being laid for 
possible progress next year. The subcom- 
mittee, headed by Senator Murray 
(Democrat, Montana), last month heard 
several Bell system company presidents 
explain how area level bargaining is nec- 
essary because of the wide variety of local 
economic conditions. The subcommittee 
counsel continued to point out, however, 
that the American Telephone and Tele- 
graph Company still has the power to 


And Gossip 


control local labor bargaining, if it so de- 
sires. ; 

President Mark Sullivan of the Pa- 
cific Telephone & Telegraph Company 
testified that the parent company does 
not, as a matter of practice, ever dictate 
in the field of local labor relations. This 
was confirmed by W. C. Bolenius, AT&- 
T vice president, who recalled that the 
Federal government itself has always 
recognized “prevailing rates” of pay for 
different parts of the United States. 


> 


Bell-CIO Leave Agreement 
Negotiated 


UARANTIES of reémployment, con- 
tinuance of service credit, depend- 
ency payments, and other considerations 
are contained in a new military leave 
agreement, first to be negotiated with a 
Bell system telephone company by the 
CIO Communications Workers of 
America, the union announced recently. 
The contract covers accounting work- 
ers employed by the Illinois Bell Tele- 
phone Company who enter military serv- 
ice and who are represented by the un- 
ion’s Division 11 in Chicago. This is the 
first such agreement negotiated by the 
union since the Korean crisis. 

Military leave agreements are under 
negotiation with all telephone companies 
with which CWA holds contracts. While 
the union claims to represent 300,000 
workers, the number who would be af- 
fected by the provisions of these agree- 
ments was not disclosed. All who enter 
military service, however, would be cov- 
ered. 

The contract provides that the com- 
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pany will reémploy all regular and tem- 
porary employees “in their former or 
equivalent positions” so long as they sub- 
mit certificates of satisfactory completion 
of military service or honorable dis- 
charges, and are still qualified to do these 
jobs. They must apply for reémployment 
within ninety days of discharge. 

Full service credit for all time absent 
on military leave would be allowed, and 
each employee will be returned to the 
payroll at the rate of pay he would have 
received if he had been continuously on 
duty with the company during the period 
of absence. 

A regular employee totally disabled 
or otherwise physically unable to resume 
work will be reinstated, and will then 
be entitled to such sickness payments or 
pension as he would have been entitled 
to had he been continuously on duty with 
the company during his absence on mili- 
tary leave. 


+ 
REA Assures Independents 


OME assurance that the Rural Electri- 
fication Administration does not plan 
to encourage duplication of rural tele- 
phone service after next October was 
seen in recent correspondence between 
REA and the independent telephone in- 
dustry association. President Bozell of 
the United States Independent Telephone 
Association last July wrote to REA ex- 
pressing some concern over the fact that 
less than twenty loan applications had 
been approved during the first eight 
months of the Rural Telephone Loan 
Act. He stated in part as follows: 


More than eight months of the 
twelve months’ preference period 
granted by Congress to commercial 
telephone companies in applying for a 
loan has already expired. Less than 
twenty loan applications have been 
granted, and it is my understanding 
that there are approximately 200 ap- 
plications from independent commer- 
cial telephone companies awaiting ac- 
tion. It appears very likely that a large 
part of these applications cannot be 
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passed upon prior to October 27, 1950, 
when the one-year preference expires. 

As president of this association 
which represents these independent 
telephone companies, I am addressing 
this letter to you to request that our 
industry be given assurance that the 
applications of all independent tele- 
phone companies will be processed to 
completion before applications of co- 
Operatives in corresponding areas are 
handled. 


Acting REA Administrator Haggard, 
replying to Bozell, said REA would con- 
tinue to prefer existing telephone serv- 
ice in passing upon competitive applica- 
tions for loans. He stated : 


This is in reply to your letter of 
July 6, 1950, in which you express 
some concern over the possibility that 
a large part of the applications received 
from independent telephone companies 
may not be passed upon prior to Oc- 
tober 27, 1950, and request assurance 
that such applications will be processed 
to completion before applications of 
new cooperatives in corresponding 
areas are handled. 

We do not anticipate any substan- 
tial problem in this connection as there 
have been very few applications re- 
ceived to date proposing service to the 
same or substantially the same sub- 
scribers. Where conflicts do occur, the 
applications of existing systems are 
considered and acted upon before ac- 
tion is taken upon the applications of 
new systems. We plan to continue our 
practice generally of considering ap- 
plications in the order in which they 
are received. This would mean, of 
course, that applications received prior 
to October 28, 1950, would be disposed 
of before those received after that date. 
It is our hope that we shall be in a 
position to accelerate the handling of 
applications during the current year. 
We feel that substantial progress has 
been made and is continuing in the 
establishment of our telephone loan 
staff and procedures. 

You realize, of course, that the tele- 
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phone legislation provides, in addition 
to the special first-year priority, a con- 
tinuing preference for persons already 
providing telephone service in rural 
areas, both commercial and nonprofit, 
as well as for codperative enterprises 
generally. It is our intention in admin- 
istering the rural telephone loan pro- 
gram, as always, to adhere scrupu- 
lously to this provision of law. 


Inasmuch as applications from most of 
the independent telephone companies in- 
terested in obtaining REA loans will be 
on file before the deadline date, it is not 
likely that REA will launch any substan- 
tial series of “competitive co-op” opera- 
tions through Federal loans—if the policy 
announced by Haggard is respected. 


* 


Commission Charters First 
Phone Co-op 


IRGINIA’S first telephone codperative 

was chartered recently by the state 
corporation commission. The charter was 
given to the Monterey Telephone Co- 
Operative, a nonprofit corporation. It 
was authorized to provide telephone 
service in Monterey and adjacent parts 
of Highland county. 

The filing was made under the Vir- 
ginia Telephone Codperative Act of 1950, 
which authorizes setting up co-ops in the 
telephone industry similar to the state’s 
extensive electric codperatives. 

Ralph R. Lohr, of Monterey, was list- 
ed as president of the new co-op. 


* 
Largest Phone Independent 


Seeks Rate Increase 


HE Associated Telephone Company, 
Ltd., of Santa Monica, largest in- 
dependent telephone company in the 
United States, recently sought a general 
rate increase from the California Public 
Utilities Commission to finance a $17,- 
gg expansion program planned for 
1951. 
A proposed schedule filed with the 
commission indicated that in Santa 


Monica, Long Beach, West Los Angeles, 
Downey, Whittier, Covina, and Re- 
dondo Beach, the company asks rate in- 
creases ranging from 25 cents to $1.25 
a month, depending on type of service 
rendered. In these areas, exclusive of 
Long Beach, the company also requested 
authority to discontinue installation of 
telephones not on an extended service 
basis. 

In 24 other exchanges outside the Los 
Angeles extended area, the company pro- 
posed schedules involving no change of 
rate in some instances and in others in- 
creases ranging from 25 cents to $1.75 
a month. 


= 
FCC Leans to CBS on Color 


Television 


HE Federal Communications Com- 

mission was recently reported to 
have given tentative approval to the Co- 
lumbia Broadcasting System’s color 
television method. But it left the deci- 
sion on how soon the public will be 
able to see the varihued pictures in the 
hands of television set manufacturers. 

The commission said the color systems 
proposed by the Radio Corporation of 
America and Color Television, Inc.— 
the principal rivals of CBS in the race 
for FCC approval—‘fall short of the 
commission’s criteria for a color televi- 
sion system.” But it did not close the 
door completely on these two firms. The 
FCC decided that the CBS system meas- 
ures up to what the commission thinks is 
a good color method. But its pictures 
cannot be received on present black and 
white receivers, either in black and 
white or in color. 

The FCC will ask manufacturers of 
television sets whether they are willing 
to build receivers from now on that will 
pick up CBS color in black and white as 
well as regular black and white trans- 
mission. If manufacturers of television 
sets do not assure the FCC, then the 
commission will not be able to postpone 
a color decision further. It will then 
authorize the CBS system for immediate 
commercial use. 
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Financial News 
and Comment 


By OWEN ELY 


Transit Trends in 1949-50 


HE postwar decline in transit traffic 
has continued in 1949-50 at almost 
the same pace as in 1947-48 except that 
the trend in the largest cities was less 
unfavorable. (See accompanying chart, 
page 443.) Traffic in the U. S. as a whole 


is still above the 1942 level, but in the 


large cities has dropped below the figure 
for January, 1942. 

Practically none of the transit compa- 
nies report interim earnings on a 12 
months’ basis. Following are some of the 
interim reports for the first half of 1950: 


Net Income (000) 
January Ist-June 30th 





1950 1949 
Baltimore Transit ...... D $801 $ 4 
Chicago S.S. & S.B. .... 183 106 
Dallas Ry. & Term. ..... 100 =D 3i 
Denver Tramway ...... D 82 7 
Kansas City Pub. Ser... D206 D 3 
Los Angeles Transit .... 252 476 
Nat. Cie Tiees: ......<. 1,228 1,228 
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New York City Omnibus D 53 


Phila. Suburban Tr. .... 124 138 
Phila. Transportation ... 237 D1,314 
Portland Transit ....... sos DS 
Twin City Rapid Transit D298 D174 
UO BOURNE 0 .ccccces 252 259 
United Traction (Albany) D 65 61 


Thus results in 1950 have been quite 
irregular, with eight companies in the 
above list losing ground while four others 
improved their net income. However, the 
table may not be representative of the 
industry trend, since the companies listed 
represent only about one-quarter of the 
total as measured by 1949 revenues. 


HE American Transit Association’s 

1950 Transit Fact Book (recently 
issued) reveals the trend of various sta- 
tistical units in 1939-49, and some of 
these are incorporated in our chart on 
page 445. 

While the number of passengers de- 
clined 11 per cent in 1949 this was fully 
offset by increased fares, so that revenues 
showed a slight increase (less than one 
per cent). Despite the pressure for wage 
increases, industry management was able 
to effect a slight decrease in operating 
expenses, including depreciation. Taxes 
were also reduced by about 12 per cent. 
Thus the transit industry was able to im- 
prove its operating income in 1949 about 
44 per cent over the previous year, al- 
though a substantial part of the gain was 
due to the increase in the New York city 
subway fare from 5 cents to 10 cents. 
The Transit Association no longer re- 
ports net income, but it seems likely that 
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fixed charges remained about the same, 
so that net income (including the New 
York subways) probably showed a larger 
percentage gain than operating income. 
However, 1949 net was still at a low level 
compared with the war years and the 
early 1930’s. Operating income approxi- 
mated $175,000,000 in 1943 compared 
with the 1949 figure of $64,000,000. 

During the year 1949 the industry con- 
tinued its conversion of surface railways 
to trolley coaches and motorbuses. Fol- 
lowing are the figures for billions of pas- 
sengers in the peak traffic year 1944 and 
in 1948-49: 


1949 1948 1944 
48 65 9.5 
Subway and Elevated . 2.3 2.6 2.6 


“91 121 


1S 12 
10.7 9.7 


10.9 
23.0 


Total Railway 


Trolley Coach 
Motorbus 


12.2 
21.3 


Total Nonrailway .. 


Grand Total 


oe figures reflect the continued re- 
cent inroads of automobile riding, 
plus the tendency for short-haul pas- 
sengers to walk instead of ride in resist- 
ance to higher fares. In 1939, with a much 
lower level of employment, rides per 
capita were 174 per annum. In 1945, with 
the shortage of autos, extra factory shifts, 
etc., the figure jumped to 312. By 1948 
it had dropped to 252, and last year to 
219. Assuming that the average person 


NoASSSSSp 
OMe SOOWA:- 


rides 600 times a year (twice a day for 
three hundred days) this would mean 
that 27 per cent of the population used 
transit facilities in 1939, 52 per cent in 
1945, 42 per cent in 1948, and 36 per cent 
in 1949, 

While figures are not published for the 
average load per vehicle, this was appar- 
ently lower in 1949. Thus the number of 
passengers declined 11 per cent while the 
vehicle mileage dropped only 4 per cent. 
The industry was able to effect only about 
a 3 per cent cut in the number of em- 
ployees and since the average annual 
wage increased from $3,176 to $3,324 (or 
5 per cent) the total payroll increased 
about 2 per cent. 

What about the fare question? There 
are so many complications with respect 
to cash and token fares, children’s and 
students’ rates, transfers, passes, etc., that 
the industry does not attempt to compile 
an average rate of fare. While the ratio 
of total passengers to total revenues is 
necessarily inaccurate as a fare measure, 
nevertheless it does furnish a monetary 
tag for the only available work unit. The 
ratio works out as shown in the table 
below for the past eleven years. 


HE industry is continuing to raise 

fares where practicable. Fare in- 
creases have recently become effective in 
Baltimore, Pittsburgh, and the Twin 
cities. Public Service Codrdinated Trans- 
port of New Jersey in July was ordered 
by the state supreme court to reduce zone 


Aver. Revenue 


Per 
Passenger* 
7.5¢ 


Passenger 


Revenues 
(Unit $10 Mill.) 


a 
a 


PIN nin enon on on 
Wh RRANRN GO 


*The large number of passengers transferring free from one vehicle to another 


are included twice. 
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TREND OF TRANSIT TRAFFIC, 1942-1950 
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rates from 7 cents to 5 cents “forthwith,” 
but the court left the door partially open 
for readjustment through a redetermina- 
tion of the rate base. 

It is difficult to develop any over-all 
efficiency tests for the transit industry 
because of the constant shift in types of 
units used, etc., and the ATA in its an- 
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From Passenger Transport 


nual Transit Fact Book does not attempt 
to do this. However, three such ratios 
might be worked out to reveal historical 
trends: (1) ratio of number of total pas- 
sengers carried annually? (physical prod- 


1 Passenger mileage would be a more accu- 
eo measure of work done, but is not avail- 
able. 
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uct) to vehicle miles (work done) ; (2) 
ratio of payroll to total passengers car- 
ried; (3) ratio of operating expenses to 
total passengers carried. 

The number of passengers per vehicle 
mile is not the vehicle load, unless it is 
assumed that each passenger rides one 
mile. However, as average length of haul 
probably remains fairly constant, the an- 
nual average ratio may reflect fairly well 
the historical trend of car loading. On 
this assumption, the load factor appears 
to be about 18 per cent better than pre- 
war, though it is down 15 per cent from 
wartime peak levels. Improvement since 
1939 is probably due mainly to the more 
flexible routing permitted by partial con- 
version to busses and trolley coaches, and 
abandonment of unprofitable mileage. 

While average annual wages of em- 
ployees have risen 87 per cent since 1939, 
payroll cost per vehicle mile increased 
only 57 per cent due to conversion to one- 
man busses, etc. (Number of employees 
gained 27 per cent versus a 37 per cent 
gain in vehicle mileage.) Nonpayroll ex- 
penses per vehicle mile gained 50 per 
cent. Average revenues per passenger in- 
creased only 42 per cent, however. 


| bir other segments of the utility 
industry, the transit companies do 
not appear to be growing. In 1947, ac- 
cording to ATA figures, the total transit 
investment was $4.1 billion. The figure 
dropped to $3.9 billions in the following 
year, but in 1949 it increased slightly. 
The investment in surface railways has 


continued to decline, while that in trolley 
coaches and motorbuses has gained. The 
investment in subway and elevated lines 
has also increased very slightly. 

What about the future earnings trend 
of the industry? Results for the last half 
of the year may prove disappointing. The 
usual round of wage increases is being 
sought or going into effect—stimulated 
by the current jump in the cost of living 
and the substantial raises being freely 
given to automobile employees and others, 
Federal income taxes for 1950 wiil aver- 
age at least 10 per cent higher than last 
year. Next yéar the over-all tax burden 
will be larger, but fortunately the indus- 
try does not have to worry too much about 
excess profits taxes. It may even gain on 
balance in 1951-52 with a semiwar econ- 
omy which will improve the vital load 
factor—particularly if gas rationing oc- 
curs again. 

While the American Transit Associa- 
tion sometime ago canceled its annual 
convention because of the Korean crisis, 
an emergency conference at Chicago was 
later called for September 18th, to dis- 
cuss operating problems in connection 
with the anticipated traffic increase. 

(For recent prices, earnings, and divi- 
dends on transit stocks held by the pub- 
lic, see the table on page 449.) 


¥ 
“Dividend Pay-out’ Added to 


Stock Tables 


Lh yery of impending higher taxes 
and the uncertainty as to whether 
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present utility dividend rates can be main- 
tained in all cases during 1951, a column 
headed “Dividend Pay-out” (represent- 
ing the proportion of current earnings 
paid out in dividends) has been added in 
the utility stock tables which appear regu- 
larly at the end of this department. 

In recent years yield has become the 
important yardstick in gauging utility 
stocks, as compared with the price-earn- 
ings ratio which was employed to a 
greater extent during the wartime period. 
If excess profits taxes are again imposed 
this might restore the importance of the 
P-E ratio. Were it not for wide differ- 
ences in dividend policy with different- 
type companies and varying manage- 
ments, the P-E ratio would normally be 
dominant over yield as a general measure 
of value. The impact of EPT, by forcing 
a more uniform relation between earnings 
and dividends, may give greater weight 
to the P-E ratio. Otherwise the analyst 
who continues to follow yields must now 
also take into account the percentage pay- 
out; and it may prove easier for him to 
watch one ratio instead of two. 


¥ 
Central Public Utility Company 


Debentures 


ORMAN GREENBERG of Wertheim & 

Co. has prepared a 4-page analysis 

of the Central Public Utility Company 
debentures 54s. A plan is currently before 
the SEC to provide for the recapitalization 


z 


Earned (000) 
Year Ended 
March 31,1950 Multipher 


Central Indiana Gas Co, ...... 
Santo Domingo subsidiary .... 
Carolina Coach Co. 

Porto Rico Gas & Coke 
Haitian subsidiary 

Southern Cities Ice Co. ....... 


$901 (a) 
933 


22(a) 


of the company on a one-stock basis, the 
stock to be distributed to present holders 
of debentures, while all the junior securi- 
ties will be canceled. It is the indicated 
intention of the company to distribute the 
stock of its most important subsidiary, 
Central Indiana Gas, to stockholders if 
and when the recap plan is consummated. 

Mr. Greenberg estimates that the stock 
of Central Indiana Gas would be worth 
about $190, or 19 points of the 234 at 
which the debentures were then quoted. 
(They have since advanced to 254.) The 
new stock, ex the distribution, would be 
worth about’$160 per bond, he estimates. 
Until the plan is consummated the sys- 
tem does not have to pay any Federal 
income taxes under its consolidated re- 
turn, because the Treasury Department 
permits the deduction of unpaid interest 
accruals on the $42,000,000 bonds. 

Holders of the debentures should note 
that the amount of new shares to be re- 
ceived per $100 principal amount may 
vary from 2.03 to 2.40, depending on the 
maturity date of the bonds (which favors 
the earlier issues). Most of the deben- 
tures were issued in 1932-33. 

The basis for the total value of the 
debentures as estimated by Wertheim & 
Co. is shown in the table below. 


* 


Correction 


¥ the table at the bottom of page 374 
of the September 14th issue of the 


Amount 
Per $100 


Estimated 
Valuation 
(000. 


Price- 
Earnings 


$14,714 


(a) These earnings are after income taxes computed at a 38 per cent income tax rate. None 
of these companies, however, presently pays Federal income taxes due to the substantial interest 
charges of the parent company and the filing of a consolidated tax return. 


*Average figure. 
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FORTNIGHTLY, the line caption should be be on the bottom line with the smaller 
reversed. “Taxes Actually Paid” should _ total tax. 


CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12Mos. 
Operating Statistics (July) 
Output KWH—Total Bill. KWH 26.8 307.5 Jo 
Generated—Hydro sn 7.5 — 
ss 19.3 
Capacity Mill. KW 
Peak Load (May) 7 
Fuel Use: Coal Mill. tons 
G Mill. Mcr 
il Mill. bbls. 
Coal Stocks Mill. tons 


Customers, Sales, Revenues, and Plant “—s 
KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Misc. ..... 


Income Account—Summary (June) 
Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales . 
Sales to Other Utilities . 
Misc. Income 


OS 
& 


Kwi 
Coen 


Pld tdl 
Pilla 


~) 
ren 


oNn neon oo 
NO 

lll I &s8eé 

11) lawet 

x 


Expenditures 
Fuel 


Misc. Expenses 

Depreciation 

Taxes 

Interest 

Amortization, etc. 

Net Income 

Preferred Div. (est.) 

Bal. for Common Stock (est.) .... 
Common Dividends (est.) 
Balance to Surplus (est.) 


Electric Utility Plant (June) 
Reserve for Deprec. and Amort. .. 
Net Electric Utility Plant 
Utility Financing (July)* 
y g (July) Leno 64m 
531** DI15 
2,213** 38 


Life Insurance Investments (January Ist-September 2nd) 
Utility Bonds 920 — 
esd Stocks 137 — 

. 1,057 — 

_ 20% — 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
**Seven months ended July 3ist, 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS | 


9/5/50 Indicated Share Earnings? how Div. 
Price Dividend Approx. Cur. Prev. %in- ings Pay- 
About Rate teld Period Period crease Ratio out 
Natural Gas—Retail 
Arkansas Natural Gas ... 60 5.5% $1.26d $1.44 
Atlanta Gas Light , 2.23je 1, 
Central Electric & Gas .... 1.14je 1.05 
Columbia Gas System Scee 63 
Consol, Gas Util. ......... 1.48ju 1.72 
Consol. Nat. Gas 47lje 3.65 
Equitable Gas 2.22je _ 
Houston Nat. Gas 145ju 1.42 
Indiana Gas & Water 2.16ju 1.59 
Kansas-Nebraska Nat. Gas 1.63d 1.55 
Laclede Gas Light 80je 
Lone Star Gas 2.05jé 
Minneapolis Gas 1.70je 
Mission Oil 3.60d 
Mobile Gas Service 3.03je 
Montana-Dakota Util. .... 1.45je 
National Fuel Gas 1.22je 
National Gas & Oil 58d 
Okla. Natural Gas 3.05ju 
Pacific Lighting 3.92je 
Pacific Pub. Service 2.08d 
Peoples Gas L. & C, ..... 9.88je 
Rio Grande Valley 19d 
Rockland Gas 4.41d 
Southern Union Gas 1.58je 
Southwest Nat. Gas A3je 
United Gas 1.5lje 
Washington Gas Light .... 3.40je 
Averages 
atural Gas—Wholesale and Pipeline 
American Natural Gas .... 2 
Commonwealth Gas 
El] Paso Nat. Gas 
East Tenn. Nat. Gas 
Interstate Nat. Gas 
Mississippi Riv. Fuel 
Missouri-Kansas P.L. .... 
Mountain Fuel Supply . 
Northern Nat. Gas 
Panhandle East. P.L. ..... 
Southern Nat. Gas 
Tenn. Gas Trans. ......... 1.40 
Texas East. Trans. ........ 64%Stk. 
Texas Gas Trans. ......... -= 
Averages 


‘anufactured Gas—Retail 
Bridgeport Gas 

Brockton Gas Lt. ......... 
Brooklyn Union Gas 
Hartford Gas 

Haverhill Gas Lt. ......... 
Jacksonville Gas 

Kings County Ltg. ........ 
New Haven Gas Light .. 
Providence Gas 

Seattle Gas 

South Jersey Gas 

United Gas Improvement . 


Averages 
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FINANCIAL NEWS AND COMMENT 





RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


Telephone Companies 
Bell System 

Amer, Tel. & Tel. ........ 
Cinn. & Sub. Bell Tel. .... 
Mountain Sts, T.&T. ...... 
New England Tel. ........ 
Pacithe Ta. Tel, v6is6es 
So. New Eng. Tel. ........ 


Averages 


Independents 
Central Telephone 
General Telephone 
PONIES TO. 6 ccnccecese 
ge ore 


‘ransit Companies 


Chicago S.S. & S.B........ 


ONANOMN 


Ss OonuNo 


9/5/50 Indicated 
Dividend Approx. Cur. Prev. %in- ines 


Price- 
Share Earnings? Earn- 


teld Period Period crease Ratio 


480d 3.76 28 
6.13je 5.30 


8% $9.90je* $9.21* 7% 15.6 
5 14.4 
9 

9 10.67je 4.59 
7 
3 


5 
6. 
5 
4. 
6. 7.92*my 6.21* 
5. 2.05d 1.91 
5.9 


$1.2imy — 
1.76je $2.17 
469d 4.71 
1.30ap —_ 


320 Ur 90 
NOwWwws 


$1.40 


CO, Oe. BG ehh sowccees 5 ; ; F 77 
Dallas Ry. & Term. ....... ; ' ; 2.27 
Duluth Sup. Trans, ....... t | } 44 
Greyhound Corp. ......... : , , 1.68 
Los Angeles Transit ‘ ; : 93 
Nat'l. City Lines . ‘ : 1.97 
Phila. Transit — 
St. Louis Pub. Ser. A p ck 70 
Syracuse Transit . . j 1.40 
Third Ave. Transit — 
United Transit ‘ d 


Averages 


Water Companies 
Holding Companies 

Amer. Water Works 

N. Y. Water Service 


Operating Companies 
Bridgeport Hydraulic 
Calif. Water Serv. ....... 
Elizabethtown Water 
Hackensack Water 
Indianapolis Water 
Jamaica Water Supply .... 
Middlesex Water 
New Haven Water 
Ohio Water Serv. ........ 
Phila. & Sub. Water 
Plainfield Union Wt. ..... 
San Jose Water 
Scranton-Spring Brook ... 
O .Southern Cal. Water 
O Stamford Water 2.21 6 
O West Va. Water Serv. .... . 47* 183 


Averages 5.8% 


D—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New 
York Stock Exchange. *Based on average number of shares outstanding. **Also 25 per cent 
stock dividend, #In order to facilitate comparisons, earnings are calculated on present number 
of shares outstanding, except otherwise indicated. (a) Stock dividend of 50 per cent payable 
July Ist, and cash of 10 cents payable same date (on new stock); 25 cents paid in 1949. 
d—December. m—March. ap—April. my—May. je—June. ju—July. 
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What Others Think 


Facts about the Transit Industry 


‘tee transit industry is becoming 
conscious of the heavy burden 
which may be shortly placed on its fa- 
cilities. Guy C. Hecker, executive man- 
ager, American Transit Association, has 
just released the eighth annual edition 
of the Transit Fact Book which gives 
some idea of the job which may be ex- 
pected of the transit companies. 
Figures show that while 19 billion pas- 
sengers were carried by busses, trolley 
coaches, streetcars, and rapid transit sys- 
tems during 1949, this figure might reach 
a high of 23 billion riders in the event 
of an all-out defense production effort. 
Hecker states that the nation’s 1943 op- 
erating companies must anticipate and 
provide for a sharp incr->se in their 
loads, resulting from restricuon on auto- 
mobile travel in case the war situation 
leads to full-scale defense production. 
The transit official adds: 


Our basic job will be to maintain a 
fleet of vehicles sufficient to carry 
workers to and from war production 
plants in order to provide the defense 
program with the materials needed. 


The Fact Book shows that a total of 
88,747 vehicles of all kinds were in op- 
eration at the end of 1949, compared to 
a total of 90,278 vehicles at the end of 
the war in 1945. 

The new edition of the Transit Fact 
Book is a 16-page compilation of tables 
and charts giving complete statistics on 
all organized local passenger transporta- 
tion agencies, except taxicabs and sub- 
urban railways, sight-seeing busses, and 
school busses. Included are (1) local 
motorbus lines, (2) electric street rail- 
ways, (3) elevated and subway lines, (4) 
interurban electric railways, and (5) 
trolley coach lines. The primary sources 
of the data developed are the financial 
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and statistical reports received by the 
American Transit Association from 
transit companies representing more than 
85 per cent of the transit industry. 

Statistics have been developed on such 
subjects as: total passengers; rides per 
capita ; transit operating revenues ; trends 
of operating revenues; electric power; 
size of new busses; and transit equip- 
ment. Many other classifications are 
listed to give a complete statistical 
analysis of the industry. 

A recapitulation of the industry break- 
down along equipment lines shows a 
heavy trend toward motorbus operation. 
Of the 1,493 operating companies stud- 
ied, 1,433 are motorbus companies. Elec- 
tric railway companies, including trolley 
coaches, total 102 companies, and trolley 
coach companies, with some motorbus 
facilities, comprise 42 of the total number. 


orRIS Epwarps, president of the 

American Transit Association, has 

said that the country’s transit companies 

are gearing for “seven or eight years” 
of abnormal operation. 

Edwards in a recent statement to the 
press stated that the industry is readying 
itself to operate on any of three levels: 

1. The present level of conducting and 
supplying an active Korean war effort. 

2. A second level of increasingly heavy 
military preparedness in anticipation of 
all-out war. 

3. A final stage of all-out war. 

He said that at the current or first 
level, the industry is handling an annual 
load of 17 billion passengers, compared 
with 19 billion in 1949 and 23 billion in 
the war years. At the second it would 
possibly face a load of 23 billion and at 
the third expects it would have to carry 
27 billion. 

Edwards said that the industry cur- 
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rently is operating 90,000 units and could 
handle up to 23 billion or 24 billion per- 
sons, with some operating adjustment, 
at level two of heavy military prepared- 
ness. 

He estimated that to handle success- 
fully 27 billion, however, with the heavy 
military demands coincident to all-out 
war, would require at least 105,000 units. 

He said purchase of the additional 


units probably could be managed out of 
depreciation accruals and increased op- 
erating revenues from heavier passenger 
volume. 

Questioned about transit fares, Ed- 
wards said 8 cents now is “rock bottom” 
—lagging behind current costs—and 15 
cents just adequate. Companies with fares 
below 15 cents, he said, probably will have 
to boost rates to get by. 





Mass Transportation in Urban Centers 


HE National Planning Association 
has always devoted a great deal of 
time to the discussion of urban trans- 
portation problems at its annual meet- 
ings. The subject remains high on the 
agenda of any comprehensive analysis of 
the country’s many municipal problems. 
Planning, the annual publication of 
the American Society of Planning Off- 
cials, contains a thoughtful paper on 
urban transportation problems by Charles 
E. DeLeuw entitled “Mass Transporta- 
tion at the Local Level.” DeLeuw is a 
member of the Chicago planning firm of 
DeLeuw, Cather & Company. 

The planning expert notes that public 
transit is of personal, intimate concern 
to a large portion of the population and 
directly or indirectly affects commerce, 
industry, real estate values, and many 
other matters of paramount importance 
to the city planning profession. He adds 
that in view of the large amount of dis- 
cussion in recent years concerning the 
great efficiency of mass transit vehicles, 
no extended argument is needed to prove 
the wisdom of using mass carriers to the 
maximum extent practical. 

DeLeuw points out that the problem is 
now universally recognized as opposed 
to the early automobile days when motor- 
ists, automobile clubs, and highway plan- 
ners were in a continuous battle with 
mass transit operators. Instead, there is 
now developing a common agreement that 
efficient use of street capacity in congested 
areas can best be accomplished through 
provision of the most convenient and effi- 
cient transit service possible. 
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E sees evidence of this in the design 
policies on arterial highways in 
urban areas now being developed by the 
American Association of State Highway 
Officials where specific provision for 
mass transit on all types of major urban 
highways is recommended. 

Some of the plans proposed are: 

(1) Efficient facilities for bus and trol- 
ley car operation on arterial streets. 

(2) Limited stop and express bus op- 
eration on expressways and freeways. 

(3) Rapid transit rail facilities incor- 
porated in the over-all expressway and 
freeway improvement. 

DeLeuw then emphasizes the over-all 
traffic congestion problem both present 
and future. And he refers to the almost 
intolerable conditions that may prevail 
as evidenced by overcongested situations 
resulting from recent transit strikes in 
Milwaukee and St. Louis. He notes that 
now is the time for cities to carry out 
plans for street modernization through 
the construction of major thoroughfares, 
expressways, parking garages, and other 
major facilities. 

The city planner observes that much 
has been accomplished during the post- 
war period in the modernization of pub- 
lic transit throughout the country. In- 
creases in revenue experienced by most 
operators during the war period placed 
most of them in a sound financial condi- 
tion and made possible the financing of 
large purchases of modern equipment. He 
believes that transit engineers and oper- 
ators are fully aware of their opportuni- 
ties and responsibilities. And they will 
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be alert in codperating with the city 
planners and engineers in the develop- 
ment of suitable routings, more scientific 
schedulings, and in the planning for the 
most efficient use of the street system 
both for mass transit and individual auto- 
mobiles. 


ep sees perhaps the most im- 
portant field for codrdinated high- 
way and transit planning in the planning 
and building of expressways and free- 
ways. There are two separate phases of 
such codrdinated planning: (1) adap- 
tion of expressway designs to permit op- 
eration of express busses or rapid transit 
cars and trains, and (2) segregation of 
mass transportation vehicles from all 
other traffic to provide for increased ca- 
pacity in important terminal areas. 

He goes on to say that the necessity for 
providing separate ways for the complete 
segregation of trunk-line express opera- 
tion from all other traffic was first recog- 
nized in the public transit field. He then 
cites the case of the Chicago, New York, 
and Boston elevated lines. These in turn 
were followed by the subways. He also 
notes that the same theory was applied 
in the highway field where parkways and 
expressways are needed to provide for 
continuous movements of through inter- 
city and intracity traffic. 

The writer adds that the use of the 
full capacity of expressways is possible 
only where provision for public transit 
operation is incorporated in the plan. In 
a great many localities satisfactory rapid 


transit may be provided by the operation 
of busses over the expressways. If the 
local conditions are such as to permit 
busses to pick up full loads in outlying 
areas, they can make nonstop runs sev- 
eral miles in length over the expressways. 


| pope continues that as express- 
way routes approach congested ter- 
minal areas, greater costs of right of way 
and the need for providing convenient 
delivery to various destinations in the ter- 
minal area, will usually make it desirable 
to build short lengths of terminal sub- 
ways. Analyses made in a number of 
cities prove that there are substantial 
economies in the coordination of ex- 
pressway facilities. 

He concludes that the objectives of 
urban transit and highway planning may 
be summarized as follows: 


(1) To segregate incompatible types 
of traffic in the most economical way. 

(2) To coérdinate planning and 
construction so that improvements for 
one type of traffic will not block the 
future improvements for the other. 

(3) To take advantage of the eco- 
nomics of combined facilities. 

(4) To plan highway and transit 
projects so as to conform to an over- 
all and sound city plan. 


He believes that the improved transit 
service that follows will attract additional 
patronage, which, in turn, will be of gen- 
eral benefit through the most efficient use 
of highway facilities thus afforded. 





Transit Public Relations Depend on Employees 


HE importance of public relations 

to the transit industry was empha- 
sized a short time ago by Edward T. 
Kaveny, secretary of the Wisconsin Pub- 
lic Service Commission. Kaveny told a 
group of the American Transit Associa- 
tion in Milwaukee that there is no busi- 
ness which has a closer relationship with 
the public than the mass transportation 
industry. Daily, the operators of these 
vehicles look into the faces of thousands 
of riders from whom they collect fares. 


They even take the public by the hand, 
momentarily, while they make change. 
They see the same commuters week after 
week. He went on: 


The operator does not make friends 
for the company when he applies his 
brakes so abruptly he almost shakes 
the newspapers from the riders’ hands, 
spins the standees around and causes 
them to clutch at the overhead metal 
bar, as though they were performing 
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calisthenics in a gymnasium. He does 
not endear himself to the public if he 
frowns reprovingly when a patron in- 
forms he does not wish tickets but 
wants his change. 


He added: 


The operator does build public 
approval, however, when he eases his 
vehicle to a stop, makes change pleas- 
antly, waits just a second longer for the 
breathless woman dashing toward the 
bus, and who makes certain that the 
stranger who asked to be let off at a 
certain street, leaves the vehicle at his 
proper destination. 


The commission secretary stated that 
in selecting personnel, management must 
be extremely careful to choose persons 
who harmonize with the spirit of the 
organization and to eliminate those who 
habitually strike discordant public rela- 
tions chords and offend the sensibilities 
of customers. 

He added that there are many routine 
standards, including intelligence tests, 
aptitude measurements, and job evalua- 
tion studies that are valuable to manage- 
ment. Assuming that an applicant suc- 
cessfully passes all the tests, simple or 
complex, required by an organization, 
there is an added criterion which cannot 
be ignored ; namely, the personality test. 


| Gres: observed that management 
also has a duty constantly to evalu- 
ate and to ascertain whether the public 
relations standards of the organization 
are being maintained satisfactorily. It 
should order the transfer of those per- 
sons who fail in the fundamental require- 
ments of courtesy and tact. It should 
move them to a department where they 
will not come in association with the 
public; and, if their offense is grievous 
and repeated, it should separate them 
from the service. 
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He noted that the cost of training new 
employees has always been high. Person- 
nel turnover is one of the dreaded dis- 
eases management fears most. Now with 
increasing wages, high maintenance costs, 
and inflationary trends, the expense of 
attempting to train an unqualified em- 
ployee is almost a prohibitive luxury, 
plus a bad investment. 

The speaker told his audience that the 
appropriate time to weigh the qualifica- 
tions of a new employee is before he is 
hired, not after management has wasted 
several thousand dollars fruitlessly try- 
ing to train him for a position, the speci- 
fications of which exceed his capacity. 

In this selection, the personnel director 
performs a most valuable function. If he 
is able to choose suitable persons for em- 
ployment and to reject ones which will 
eventually have to be replaced, he earns 
his salary many times, every month. A 
skilled personnel director is a sound in- 
vestment for any firm which can afford 
a man with the necessary training and 
experience. Kaveny then said: 


Management should administer the 
public relations antihistamine treat- 
ment to any mass transportation em- 
ployee who is awkwardly allergic in 
his public contacts. 

The antihistamine tablets of polite- 
ness and civility can be distributed ef- 
fectively to cashiers, coldly indifferent 
in the sale of tickets, passes, and tokens. 
They can be beneficially given to busi- 
ness office workers who irritate in 
handling billing and collection opera- 
tions, and to clerks, surly in handling 
claims for refunds on unused trans- 
portation. 


He concluded that whenever manage- 
ment finds that a staff member has an 
annoying histamine in his relations with 
the public, it should ask the politeness 
clinic quickly to provide the remedy. 





q “It is remarkable how politicians can delude themselves into thinking 


that the way to help any interest . . . and, also, to get votes .. 


. ts to 


offer that group or interest a subsidy ou+ of the Federal Treasury.” 
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—Excerpt from Enid (Oklahoma) 
Daily Eagle. 
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The March of 
Events 


In General 


Interior Creates New Division 
Of Water and Power 


ie a move to reorganize the Department 

of Interior along functional lines, Sec- 
retary of the Interior Oscar L. Chapman 
has announced the appointment of Wil- 
liam G. Hoyt to head a newly established 
division of water and power. The new 
division will assume the functions pre- 
viously carried on by the power division 
and the water resources committee, which 
have been abolished, Chapman said. 

The reorganization program for the 
department was undertaken following ap- 
proval by Congress last May of Reor- 
ganization Plan No. 3 of 1950, which 
established two new assistant secretary- 
ships. Subsequently, each of the four as- 
sistant secretaries was given supervisory 
responsibility for the department’s work 
in one of the four broad fields of water 
and power, mineral resources, public 
land management, and administration. 

The new division will report to Secre- 
tary Chapman through William E. 
Warne, Assistant Secretary for Water 
and Power Development. 

Hoyt, a graduate of Cornell University 
and a hydraulic engineer, has been em- 
ployed by the Department of Interior 
during his entire 43-year professional 
career. He will defer retirement for such 
time as may be necessary to get the new 
division functioning smoothly. 


FPC Proposes Rival Applicants 
Create Integrated System 

RECENT staff report of the Federal 

Power Commission recommended 

that the newly formed Algonquin Gas 


SEPT, 28, 1950 


Transmission Company and the North- 
eastern Gas Transmission Company— 
rival license applicants to serve the New 
England states—be asked to “jointly and 
severally” submit a plan for creating one 
integrated system to serve all of the pro- 
posed New England and upstate New 
York markets. 

The staff proposal is based on the 
proposition that neither company has 
shown a gas supply large enough to meet 
the requirements of the prospective mar- 
ket. The proposal argues that if either 
company’s application were approved as 
submitted, it would not be economically 
feasible for the other company to serve 
the remainder of New England. The pro- 
posed plan also would have Tennessee 
Gas Transmission Company—North- 
eastern’s parent company—serve the 
New York state area between Buffalo and 
the Massachusetts line near Albany. The 
Algonquin Company has indicated will- 
ingness to accept the proposal. 

The merger proposal, aside from its 
possible economic merits, raises an in- 
teresting question as to the legal authori- 
ty of the FPC to promote or approve a 
plan for such widespread area operations 
—a plan which would seem to be moving 
opposite to the general policy laid down 
by Congress in the Public Utility Hold- 
ing Company Act. 


REA Curbs Credit to 
Codperatives 


URAL Electrification Administrator 
Claude R. Wickard, complying with 

the President’s request that the credit 
programs of the Federal government be 
tightened, consistent with the restrictive 
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policy already in force for housing credit, 
has advised all rural electric codperatives 
that REA will draw the purse strings on 
loans for building headquarters and the 
financing of certain consumer facilities. 
In a special bulletin to all REA bor- 
rowers, Wickard said, until further no- 
tice, REA will: 


(1) Make loans for borrowers’ 
headquarters buildings only in cases 
where no other adequate facilities are 
available. In cases where loans are 
made for this purpose, it will be es- 
sential that all headquarters buildings 
be as economical as the system’s needs 
permit. 

(2) Limit the financing of consumer 
facilities (under § 5 of the Rural 
Electrification Act) to those which are 
essential to the welfare of rural fam- 
ilies or to efficient farming. Loans and 
advances of loan funds under § 5 
will be restricted to financing equip- 
ment and listed appliances except for 
such consumer obligations as may have 
been approved or accepted by co-op 
credit committees prior to receipt of 
the notification. 


> 


OF EVENTS 


In addition, Wickard urged all bor- 
rowers to purchase only such materials 
as are required to meet normal and im- 
mediate needs for minor construction and 
for operation and maintenance. He also 
urged that in the case of major construc- 
tion by labor only contract or force ac- 
count, the codperatives purchase only 
such quantities of materials as are shown 
on REA-approved plans and specifica- 
tions. 

Equipment and appliances listed as 
eligible for financing with § 5 loan funds 
under the restricted program were given 
as: (a) farm equipment that will aid in 
the production of farm products and their 
processing, handling, and preservation, 
including motors and electrical irrigation 
equipment; (b) electric water systems 
and plumbing equipment, including fix- 
tures; (c) electrical equipment for the 
preparation and preservation of food, 
such as refrigeration equipment, ranges, 
roasters, hot plates, and mixers, but ex- 
cluding toasters, waffle makers, sand- 
wich grills, and other similar items; (d) 
laundry, cleaning, and sewing equipment ; 
and (e) wiring and lighting equipment, 
including fixtures. 


California 


Examiner Says FPC Lacks 
Jurisdiction 


EDERAL Power Commission Hearing 

Examiner Emery J. Woodall recent- 
ly filed an initial decision ordering that 
a proceeding initiated by the FPC last 
February 15th be dismissed for want of 
jurisdiction in the commission to regu- 
late the sales of electric power by Cali- 


> 


fornia Electric Power Company, of Riv- 
erside, to the Mineral county, Nevada, 
power system or to the United States 
government for use at the Naval Ammu- 
nition Depot at Hawthorne, Nevada. The 
examiner’s decision is subject to review 
by the commission, either upon appeal by 
parties to the proceeding by September 
28th, or upon the commission’s own mo- 
tion within ten days after that date. 


District of Columbia 


Transit Contest Unearths Wealth 
Of Good Ideas 


FFICERS and directors of the Capital 
Transit Company, serving the na- 
tion’s capital and near-by suburban areas, 
have been agreeably surprised to learn 
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that its patrons seem to bear the company 
no ill will because of a recent fare in- 
crease, but are genuinely appreciative of 
the company’s efforts to keep abreast of 
rapidly changing times through provision 
of modern vehicles, convenient schedules, 
and courteous employees. 
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Admittedly skeptical of results, Capital 
Transit recently—and perhaps reluctant- 
ly—staged a letter-writing contest, of- 
fering U. S. savings bond prizes for the 
three best letters telling what Transit 
Progress meant to the contestants. The 
skepticism was bred of unfavorable pub- 
lic reaction to a recent fare hike and the 
publicized possibility of another in a mat- 
ter of a few months. However, plans 
were carried forward, the company an- 
nouncing them -only through its house 
organ, Transit News, a 4-page, semi- 
monthly leaflet distributed in its own ve- 
hicles. 

Details of the contest rules had been 
published less than twenty-four hours 
when the company’s mail deliveries be- 
gan to double, soon they trebled, work- 
ing the public relations staff to the small 
hours of the morning, reading, sorting, 
and classifying the contestants’ entries. 

Style, grammar, and those fine points 
had no special bearing on a contestants’ 
chances, according to President E. D. 
Merrill and E. C. Giddings, vice presi- 
dent in charge of public relations, who 
said that sincerity and merit of the let- 
ters were governing factors in selecting 
the winners. 

Out of the hundreds of entries, the 


aa 


company received many dozens of ideas 
that it will find available in furthering 
good public relations, according to Mr. 
Giddings, who said a “surprising” num- 
ber of contestants spoke of transit radio, 
now under fire by a dissident group of 
patrons, as a service that went hand in 
hand with transit progress. 

First, second, and third prize winners 
were a housewife, a saleslady, and a news 
reporter, in that order. 

Their letters were pitched to the safety 
and comfort of present-day transit ve- 
hicles, the convenience of schedules, free- 
dom from parking and traffic worries in 
a congested city, and the economy of 
transit services as compared with other 
forms of transportation. 

In announcing the contest, which was 
held in connection with Transit Progress 
Day, September 11th, the company made 
available to would-be contestants its 
booklet, “History of Transportation in 
Washington,” for which more than 1,000 
requests were received. 

This booklet, according to Mr. Gid- 
dings, was sincerely appreciated by con- 
testants, many of whom wrote special 
letters of thanks, praising it as a valu- 
able contribution to the history of sur- 
face transportation in a busy city. 


Illinois 


Record Trolley Coach Order 
Placed 


HE largest order for electric track- 

less trolley coaches ever placed by 
any transit company in the United States 
was recently authorized by the Chicago 
Transit Authority when 349 trolley 
coaches were ordered at a total cost of 
$5,979,417, or $17,133 a vehicle delivered 
in Chicago. 


* 


Delivery will start about February Ist 
at the rate of 25 to 40 a week and is to 
be completed by the end of 1951. Each 
of the new vehicles will seat forty-nine 
persons and will be equipped with double- 
sized front and center doors. 

This order is part of CTA’s 10-year 
$150,000,000 program for modernization 
of its rolling stock. Originally it was 
planned to purchase about 250 electric 
trolley coaches. 


Indiana 


Transit Fare Increase Faces 
Delay 


MMEDIATE prospects of a fare increase 
for Indianapolis Railways, Inc., have 


been sharply dimmed by the public serv- 
ice commission’s announcement that it 
plans further study before making any 
upward adjustment. 
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THE MARCH OF EVENTS 


PSC Chairman Hugh W. Abbett said 
the company has been asked to make an 
analysis of the number of passengers it 
has carried during the past two years. 

He said the analysis, plus future finan- 
cial reports of the company, will be used 
by the commission in determining wheth- 


er the financial losses of the transit firm 
are “seasonal or continual.” 

The chairman added that the other 
members of the commission agreed to 
base the establishment of a final rate for 
the company on the results of this investi- 
gation. 


Virginia 


FPC Counsel Supports Vepco 


OUNSEL for the Federal Power Com- 

mission recently declared the inter- 
national situation makes construction of 
a hydroelectric project at Roanoke 
Rapids, North Carolina, by Virginia 
Electric & Power Company imperative 
to avoid having to have duplicating 
power production facilities in the area. 

Opposing this view of the FPC coun- 
sel, Secretary of the Interior Oscar L. 
Chapman declared FPC’s support of the 
company’s application “robbed the pro- 
ceeding of the fundamental elements of 
fair and full hearing.” 

For two years, the company has sought 
commission approval of its proposal to 
build and operate a large power project 
on the Roanoke river near the North 
Carolina-Virginia line. 

The Interior Department and the Vir- 
ginia REA Association oppose the appli- 
cation on the grounds that Congress, in 
approving a comprehensive plan to de- 
velop the Roanoke river basin, intended 


that 11 dams, including one at Roanoke 
Rapids, should be built by the Federal 
government. 

In March, Frank A. Hampton, FPC 
chief examiner, recommended that a li- 
cense be granted the company, but in 
June the commission reopened the case 
at the request of Secretary Chapman and 
the Virginia REA group. 

Noting that if the hydro plant is not 
constructed the company will have to 
substitute steam-electric generating ca- 
pacity within a comparatively short time, 
commission counsel declared: “The in- 
ternational situation makes all electric 
generating equipment of primary impor- 
tance and makes absolutely imperative 
the prevention of duplication of any such 
construction.” 

Interior contended that private devel- 
opment of the Roanoke Rapids site would 
involve loss of power assets to the United 
States, and said such development could 
not be substituted for Federal develop- 
ment without express authority of law. 


» 
Washington 


New Power Law Challenged 


HE Washington Supreme Court has 
taken under consideration a suit 
challenging the state’s new power law. 

The court’s decision will determine to 
a large extent whether and how public 
utility districts may acquire properties of 
the Puget Sound Power & Light Com- 
pany. 

Olympia individuals and firms brought 
the suit, seeking to prevent the Thurston 
County Public Utility District from join- 
ing other public power bodies in a deal 
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to buy PSP&L facilities for $100,000,- 
000 


Attorneys for the plaintiffs argued that 
the 1949 Act covers three separate sub- 
jects, a situation he declared is prohibited 
by the state Constitution. Attorney Gen- 
eral Smith Troy, and the attorney for the 
Thurston PUD, contended the act cov- 
ered only one subject—electric power 
resources. 

Attorneys for the company said it 
wanted to sell its properties in one unit, 
instead of piecemeal as in the past. 


SEPT. 28, 1950 





Progress of Regulation 


Commission Explains Jurisdiction over Transit System 


“ae Indiana commission denied a 
petition to vacate its previous order 
approving special transit fares for special 
service by motorbuses only. The transit 
company which proposed the special rates 
operates an integrated transportation 
service by streetcars, trolley busses, and 
motorbuses. The proposed tariff pro- 
vided a special rate for a bus service ren- 
dered under conditions entirely different 
from the company’s regular scheduled 
service. 

The commission explained the extent 
of its jurisdiction over the transit system. 
It said that the Public Service Commis- 
sion Act gave it jurisdiction only over 
carriers transporting passengers by 
streetcars or vehicles operated by means 
of electric power from overhead trolley 
wires. On the other hand, the Motor Ve- 


hicle Act alone gave it jurisdiction to 
regulate motor carriers. 

The commission said that neither 
statute adds to its regulatory authority 
where service is part of an integrated op- 
eration including vehicles subject to regu- 
lation under both acts. It held that while 
the company operates an integrated 
transportation service by streetcars, trol- 
ley busses, and motorbuses, this does 
not permit the regulation under either 
act of that portion of the service subject 
to the other act. 

The rate question involved in this case 
was held to be controlled solely by the 
Motor Vehicle Act. The proceedings re- 
sulting in the order being attacked fully 
complied with the provisions of that 
statute. Re Indianapolis Railways, Inc. 
(No. 382-A). 


e 


Authority to Lease and Operate Natural Gas 
Pipe-line Facilities Denied 


ee Federal Power Commission does 
not consider that the leasing of nat- 
ural gas facilities to be owned by lessors 
that are not natural gas companies and 
are not subject to regulation under the 
Natural Gas Act would serve the public 
interest under ordinary circumstances. 
The commission expressed this opinion 
in denying authority to Mississippi River 
Fuel Corporation to enter into an ar- 
rangement under which Stupp Brothers 
Bridge and Iron Company would finance 
and construct seven new compressor 
stations and lease them to the gas com- 


pany. 


Under the leasing arrangement, said 
the commission, the gas company would, 
as a practical matter, do about every- 
thing that it would do if it were to con- 
struct the stations, other than their fi- 
nancing. In substance, the financing ap- 
peared to be the principal function that 
Stupp Brothers would perform, for a fee 
expected to exceed $250,000. This fee 
did not appear warranted. 

The lessor was not before the com- 
mission and might not be subject to its 
jurisdiction so long as the facilities were 
not to be operated by it for the transpor- 
tation or sale of natural gas in interstate 
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commerce for resale for ultimate public 
consumption. Irrespective of that ques- 
tion, it was said to be clear that substan- 
tial facilities proposed to be leased and 
operated by the gas company as integral 
parts of its natural gas pipe-line system, 
subject to the jurisdiction of the com- 
mission, had been constructed without 
any opportunity being afforded the com- 
mission to scrutinize the project prior to 
actual construction, contrary to the in- 
tent and purpose of the Natural Gas Act. 
They could not be used for transporta- 
tion and sale of gas in interstate com- 
merce without commission authority, 
and such construction was said to be at 
great risk to the owner without prior 
commission approval. 

The leasing, the commission con- 
tinued, represented an arrangement, in 
effect, for financing the facilities in a man- 
ner equivalent to the issuance of 100 per 
cent debt securities. The lease rentals 
represented a binding fixed charge upon 
the gas company of higher priority than 
interest on its first mortgage bonds. No 
necessity was shown for the company re- 
sorting to the leasing arrangement, since 
the company could readily finance the 
construction if it desired to do so. 

If the leasing were approved, said the 
commission, the arrangement would in 
the future be the source of grave account- 
ing, rate-making, and other questions in- 


REGULATION 


volving the protection of the public in- 
terest, particularly since the facilities ap- 
parently were not to be owned by a nat- 
ural gas company subject to the com- 
mission’s jurisdiction. 

Only a showing of exceptional cir- 
cumstances and compelling public neces- 
sity, added the commission, should be 
considered as a justification for granting 
a certificate authorization to a natural 
gas company to lease and operate newly 
or to be constructed facilities. 

The commission authorized construc- 
tion of part of the facilities involved in 
the company’s application (not involv- 
ing the properties to be leased) but de- 
nied the full authority sought in view of 
the fact that the company did not show 
that it had a supply of natural gas ade- 
quate to meet, for a reasonable future 
period, those demands for firm service 
which it was reasonable to assume would 
be made upon it. Several supply con- 
tracts were to expire in the next two or 
three years and extensions had not been 
consummated. The commission disa- 
greed with a contention that since the ap- 
plicant was a long-established natural 
gas pipe-line company, different stand- 
ards with respect to gas reserves and de- 
liverability should be applied to it than 
to new companies. Re Mississippi River 
Fuel Corp. (Opinion No. 198, Docket 
No. G-1281). 


e 


Telephone Rate Increase Restricted 
Pending Service Improvement 


4 es Illinois commission authorized 
an increase in telephone rates upon 
a showing that the company was suffer- 
ing a deficit from operations. The elimi- 
nation of free toll service and the im- 
mediate increase granted would approxi- 
mately meet wage increases which had 
been made necessary to comply with the 
Federal Minimum Wage Law. 

Rates proposed by the company, it was 
held, would be just and reasonable and 
should be permitted to become effective 
when service is brought into compliance 
with the commission’s service require- 
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ments. The company explained that un- 
satisfactory service was the result of in- 
ability to obtain funds to carry on repair 
work in view of the poor financial posi- 
tion. The company agreed that every dol- 
lar received after paying necessary oper- 
ating expenses, tax and bond require- 
ments would be used for the improve- 
ment and betterment of service, until the 
commission should be satisfied that rea- 
sonable service is being rendered. The 
commission included such a requirement 
in its order. Re Mississippi Valley Teleph. 
Co. (38026). 
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Depreciation Adjustment on Motorbuses 


gy Oregon commissioner, at the re- 
quest of a transit company, changed 
his determination of the rate of deprecia- 
tion of trolley coaches and motor coaches. 
The service life of trolley coaches is ex- 
tended from fifteen to seventeen and one- 
half years with the depreciation rate re- 
duced from 6.66 per cent to 5.71 per 
cent. 

The service life of motor coaches 
is extended from eight to ten years with 


a reduction in the depreciation rate from 
12.5 to 10 per cent. 

Experience had shown that with rea- 
sonable maintenance and the present 
ready availability of replacement parts, 
the life of trolley coaches and motor 
coaches might be extended in this man- 
ner without impairment of service or in- 
convenience to the public. Re Portland 
Traction Co. (Order No. 24855, U-F- 
815). 


7 


Revocation Proceeding Terminated When Illegal 
Carrier Sale Is Rescinded 


HE Massachusetts Department of 
Public Utilities dismissed a pro- 
ceeding for the revocation of several mo- 
tor carrier certificates which had been 
improperly transferred. The motor car- 
rier had sold its entire capital stock with- 
out obtaining commission approval as re- 
quired by a new statute in cases involv- 
ing the sale of more than 50 per cent of 
the stock of a common carrier. 
While the commission believed that no 
deliberate violation of the law had been 
perpetrated, it pointed out that the trans- 
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action was void from the beginning and 
that the commission had no authority to 
approve or ratify the sale. 

The commission had been notified that 
the stock sale had been rescinded and 
that the parties had placed themselves in 
their original position and had filed a 
new application for approval of the trans- 
fer. It then concluded that since no fur- 
ther reason for revocation existed, the 
proceeding should be terminated. Re 
Fisher (G.R.) Co., Inc. (DPU 8823, 
8826). 


Competitor’s Objection to Transfer of Operating 
Authority of Carrier Rejected 


N appeal by a common motor carrier 

to the Massachusetts Department 

of Public Utilities from an order approv- 
ing a transfer of operating rights of a 
competitor was dismissed. The depart- 
ment distinguished between a person who 
has applied for rights before a director of 
the department and who has been refused 
those rights and a person who claims his 
business is going to suffer if an order per- 
mitting a transfer of rights is affirmed. 
The principal in a corporation hold- 


ing three separate certificates had retired 
and the business was materially curtailed. 
Equipment was sold. Applications for 
transfer and assignment of certificates 
were granted. Dismissing an appeal from 
the order, the department said that a 
party who is presently engaged in such 
business and who resents the presence 
of a competitor is not a party “in interest 
aggrieved,” even though damage be sub- 
stantial. Re A. B. and C. Motor Trans- 
portation Co., Inc. (DPU 9089). 


7 
Telephone Switching Rate Plan Changed 


HE North Wisconsin Telephone 
Company was allowed by the Wis- 
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consin commission to change its method 
of charging for switching service per- 
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formed for the Mason Rural Telephone 
Company. Rates for this service had been 
established by agreement between the 
companies in 1925 at 5 cents for each ex- 
change message coming into the switch- 
board and all revenue from toll messages. 
The North Wisconsin Telephone Com- 
pany under this agreement was to bill 
each subscriber of the Mason Rural Tele- 
phone Company individually. 

In place of this system of charging, 
the commission authorized a rate of 75 
cents a month for residence and 95 cents 
for business switching service, which it 
found to be reasonable and approximat- 
ing the cost of the service. It also decided 
that it was unreasonable to require the 
North Wisconsin Telephone Company 
to bill individual subscribers of the other 
company. 

The commission said: 


When one telephone utility makes 
an agreement for interconnection with 
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another utility, the compensation for 
services rendered should be billed be- 
tween the utilities. The North Wiscon- 
sin Telephone Company has no control 
over the customers of the Mason Ru- 
ral Telephone Company, and there are 
practical difficulties in billing and col- 
lecting. Such an arrangement imposes 
an unreasonable burden on applicant. 

Likewise, the majority of rates for 
switching service in Wisconsin are on 
a flat-rate basis. Experience has proved 
that the cost of accounting for each 
message outweighs any advantages 
there may be in a message unit system 
in a manual exchange of the size oper- 
ated by applicant. The nature of the 
use of service by each of the subscribers 
of the Mason Rural Telephone Com- 
pany is sufficiently similar to make a 
flat rate reasonable. 


Re North Wisconsin Teleph. Co. (2- 
U-3286). 


Valuation of Security Rights Upheld 


GB Federal district court approved 
a plan for recapitalization under the 
Holding Company Act notwithstanding 
objections by certain stockholder groups. 
The commission had reached the conclu- 
sion that 87 per cent of the new common 
stock should be allocated to holders of 6 
per cent preferred stock and the re- 
mainder to the holders of common stock. 

Both the 6 per cent preferred stock 
committee and the common stock group 
were dissatisfied. Koppers Company, 
Inc., representing the common stock 
group, claimed that it should be given 56 
per cent of the new common stock, where- 
as the 6 per cent preferred holders felt 
that they should be given all but a token 
of the new common stock. It was con- 
tended that the commission had used an 
improper method of valuation. 

Conceding that the valuation must be 
by the commission without participation 
by the court, nevertheless the method of 
valuation was said to be reviewable by 
the courts. However, the court was satis- 
fied that the commission’s method of 
valuation was proper. 
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The Koppers Company main objection 
to the approval of the plan was directed 
to what it termed an unfair allocation to 
preferred stockholders. It urged that the 
commission had overvalued the earnings 
of the preferred stock. The court ex- 
plained : 


Koppers urges that the $11.63 earn- 
ings determined by the commission for 
the preferred stock were much too 
high, and that it should be valued only 
in the light of its surrender of the $6 
preference dividend. This position is 
untenable. The commission properly 
considered the right of the preferred 
stock to receive back dividends to the 
extent of $35.50 per share, when and 
if earned. 


The preferred stockholders’ commit- 
tee, seeking all but a token of the new 
common stock, attacked not only the 
method of valuation by giving considera- 
tion to earnings as well as to dividends, 
but also on the ground that, since the 
common stock could not expect to receive 
dividends for a prohibitively long period, 
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its value was therefore only nominal. 

The court disagreed. It was said that 
while it was true that there were arrear- 
ages on the preferred stock which, in ad- 
dition to the current $6 dividend must 
be earned prior to the payment of divi- 
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dends on the common stock, neverthe- 
less the common stock had a fixed and 
definite value when considered in the light 
of the company’s past operations and the 
condition of subsidiaries. Re Eastern 
Gas & Fuel Associates, 90 F Supp. 955. 


Other Important Rulings 


eh California commission approved 
a motor carrier’s application for a 
certificate despite the lack of shipper tes- 
timony where the new service would ef- 
fect more direct routing, simplify rate 
structures, eliminate shipping under 
multiple operative authority, and remove 
artificial geographic barriers to van-line 
service. Re Calmay Van Lines (Decision 
No. 44035, Application No. 30452). 


The Wisconsin commission ordered a 
property owner to cut down trees and 
bushes creating a hazardous condition 
near a railroad crossing. The commission 


observed that railroads may cut brush on 
property other than their own to prevent 
obstruction of the view of approaching 
trains to highway traffic but may not be 
ordered to do so. Wales v. Chicago & 
N. W. R. Co. (2-R-2122). 


In authorizing a heating utility to place 
increased rates for steam-heating service 
into effect, the Wisconsin commission 
ordered the elimination of a special rate 
for municipal buildings on the ground 
that it was preferential and unjustly dis- 
criminatory. Re Wisconsin Electric 
Power Co. (2-U-3126). 





Titles and Index 


Preprints in This Issue of Cases to Appear in 
PUBLIC UTILITIES REPORTS 


El Paso Nat. Gas Co., Re 


Natural Gas Service Co. v. Serv-Yu Cooperative ................ weer. 
(FP 


Pacific Gas & E. Co., 
Riedesel, Re 
San Juan Pipe Line Co., Re 


Walsh (C. S.) Motor Transportation, Re 


INDEX 


Accounting—cost of acquisition from af- 
filiate, 129; excess over original cost, 


129. 

Certificates of convenience and necessity— 
— 129; natural gas pipeline, 
1 


Discrimination—natural gas rates, 129; 
rate concessions to governmental 
agencies, 159. 

in by common carrier, 


Monopoly and competition — stipulation 
between competitors, 156. 

Public utilities—effect of bylaws on util- 
ity status, 148; profit factor as affect- 
ing status, 148; status of codperative 
service to general public, 148. 

Rates—cancellation of inactive rates, 
159; jurisdiction of Federal Power 
Commission, 129; natural gas pipe-line 
company, 129. 

Security issues—debt ratio, 129. 


Public Utilities Reports (New Series) are published in five bound volumes annually, with an 


Annual Digest. These 
—s as = s additional cases and 


ual Digest 


Reports - the cooee preprinted in the issues of Pustic oa Forrt- 
igests 
0. Public Utilities Revert, also will subsequently ,,contain in fail or 


of cases. The volumes are $7.50 each; the 
abstract 


= cases - E., to in the foregoing pages of “Progress of Regulation. 





SEPT. 28, 1950 


462 





FEDERAL POWER COMMISSION 


Re San Juan Pipe Line Company 


Docket No. G—1067 


Re El Paso Natural Gas Company 


Docket Nos. G-655, G-1051, G-1019, G-1177 


Re Pacific Gas & Electric Company 


Docket No. G-1195 
Opinion No. 197 
July 14, 1950 


PPLICATION by natural gas pipe-line company for authority to 
A enlarge the delivery capacity of its pipe-line system; granted 
subject to presentation of improved financing plan. Amended 
financing plan approved subject to conditions July 18, 1950. 


Discrimination, § 32 — Localities — Natural gas rates — Pipe-line company. 
1. A natural gas pipe-line rate which was higher for service to one com- 
munity than to all other communities in the state was considered unduly dis- 
criminatory where no valid reason appeared in the record why that com- 
munity should not enjoy the same rate as other towns receiving like service, 
p. 141. 

Security issues, § 99 — Debt ratio — Natural gas pipe-line company. 
2. A natural gas pipe-line company’s long-term debt of 79.23 per cent was 
considered too high, and its common equity of 10.67 was considered too 
low, since the long-term debt of pipe-line companies should not exceed 75 
per cent and its common equity should aggregate at least 15 per cent of total 
capital, p. 141. 

Accounting, § 32 — Acquisition from affiliate — Excess over original cost. 
3. A natural gas pipe-line company purchasing gas leasehold interests from 
affiliates should charge to earned surplus account the amount in excess of 
the cost to the affiliated seller which the pipe-line company pays for the 
leaseholds, since the book value of assets should not be increased as the 
result of affiliated company transactions, p. 141. 

Rates, § 13 — Jurisdiction of Federal Power Commission — Natural gas pipe-line 

company. 
4. The Federal Power Commission must consider the reasonableness of 
natural gas pipe-line rates which have been filed pursuant to an order of 
the Secretary of the Interior, p. 143. 
[9] 129 84 PUR NS 
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Gas, § 2.1 — Transportation by common carrier. 


5. A natural gas pipe-line company must comply with the provisions of 
§ 7(c) of the Natural Gas Act, 15 USCA § 717{(c), before it transports 
or sells for resale natural gas in interstate commerce, p. 143. 


Certificates of convenience and necessity, § 73 — Natural gas pipe line — Imposition 


of conditions. 


6. Conditions attached to a certificate authorizing natural gas pipe-line 
construction and operation must be reasonable as the public convenience and 


necessity may require, p. 143. 


Certificates of convenience and necessity, § 104 — Natural gas pipe line — Imposi- 


tion of condition. 


7. Anatural gas pipe-line company, being authorized to construct and operate 
additional facilities, should not be required to allocate any portion of its 
system pipe lines for common carrier transportation of 300 million cubic 
feet of gas per day for a company which has not shown that the public 
interest requires the service it proposes, where the pipe-line company is 
the only one that can initially receive any gas for common carriage and 
is operating at a load factor of better than 90 per cent, and where the alloca- 
tion would necessarily frustrate existing contracts to the advantage of the 


other company, p. 143. 


(Draper, Commissioner, dissents.) 


By the Commission: These pro- 


ceedings altogether involve six sep- 
arate applications filed pursuant to § 
7 of the Natural Gas Act, 15 USCA § 
717f, as amended, for authorization to 
construct and operate certain natural 
gas pipe-line facilities for the transpor- 
tation and sale in interstate commerce 
of natural gas. 

Four of such applications were filed 
by the El Paso Natural Gas Company 
(El Paso) for authority to enlarge the 
delivery capacity of its pipe-line system 
and for the transportation and sale of 
natural gas. Of that number the Com- 
mission has already acted upon three 
of them (Docket Nos. G-655, G-1019, 
and G-1051) by granting certificates 
of public convenience and necessity for 
the construction and operation of a por- 
tion of the facilities therein involved 
and the transportation and sale of nat- 
ural gas (see order of May 31, 1946, in 
Docket No. G-655, 64 PUR NS 152; 
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order of March 1, 1949 in Docket No. 
G-1019; and order of September 10, 
1949 in Docket No. G-1051). Sub- 
sequently, because of necessary 
changes in construction work and cer- 
tain proration orders of the Texas 
Railroad Commission, and by virtue 
of supplemental applications filed by 
EI Paso in such dockets, the Commis- 
sion modified the certificates so issued 
by its order of February 23, 1950. 
That order left for future considera- 
tion the authorization for the construc- 
tion and operation of a 24-inch loop 
line on El Paso’s Dumas line, some 
36.6 miles in length, and also author- 
ization for the construction of plant 
facilities in Scurry county, Texas, and 
the construction of a 12-inch line to 
Scurry county from El Paso’s Gold- 
smith plant, a distance of 116 miles. 
Those docket matters are now pre- 
sented for determination. 


On June 30, 1948, San Juan Pipe 
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RE SAN JUAN PIPE LINE CO. 


Line Company, a subsidiary of El 
Paso, filed the application docketed as 
No. G-1067, seeking a certificate 
authorizing the construction and op- 
eration of facilities for the transporta- 
tion of natural gas from the San Juan 
basin in northwestern New Mexico 
and southwestern Colorado. For 
reasons presently to be stated, the ap- 
plication by the San Juan Company has 
in effect been withdrawn, but the pro- 
ceeding has not been dismissed be- 
cause evidence adduced in a hearing 
upon such application is in part ap- 
plicable to the questions presented by 
the third amended application of the 
El Paso Company in Docket No. G- 
1177 and the supplemental application 
filed by the Pacific Gas and Electric 
Company in Docket No. G-1195. 


The application filed by the El Paso 
Company, docketed as No. G-1177, 
was Originally filed March 9, 1949, and 
was amended April 15, 1949. Such 
application as amended has now been 
superseded by El Paso’s third amended 
application in such proceeding filed 
March 23, 1950, wherein it seeks a 
certificate of public convenience and 
necessity pursuant to § 7 of the act, as 
amended, for authorization to con- 
struct and operate specified facilities 
for the transportation of natural gas 
from the San Juan basin for delivery 
and sale to the Pacific Gas and Electric 
Company (Pacific) at the Arizona- 
California border near Topock, Ari- 
zona, and to Southern Union Gas 
Company for distribution in the cities 
of Winslow, Flagstaff, Williams, Pres- 
cott, Kingman, Seligman, and Hol- 
brook, Arizona, and Gallup, New 
Mexico, and in addition certain minor 
field sales to the Southern Union Gas 
Company in the San Juan basin. The 


131 


facilities embraced by such third 
amended application are substantially 
the same, except for lateral lines, as 
those for which the San Juan Company 
filed its application docketed as No. 
G-1067. 

Pacific Gas and Electric Company 
(Pacific) filed its application on April 
15, 1949, docketed as No. G-1195, 
requesting an amendment of a certifi- 
cate of public convenience and necessity 
granted on February 28, 1949, in 
Docket No. G-1092, authorizing the 
construction and operation of its To- 
pock-Milpitas transmission line. By 
its present application, Pacific is re- 
questing a supplemental certificate in- 
creasing its allowable take from El 
Paso of out-of-state gas from 250,- 
000,000 to 400,000,000 cubic feet per 
day. The principal facilities required 
to permit such larger volume of gas 
to be transmitted through the Topock- 
Milpitas pipe line are additional com- 
pressors at three locations with a total 
of 32,160 horsepower. The estimated 
cost of such additional facilities is 
$7,800,000, which expenditure will in- 
crease the total cost of the project from 
approximately $55,500,000 to about 
$63,300,000. 

On May 5, 1949, pursuant to mo- 
tion, the proceedings on the applica- 
tions filed in Docket Nos. G-1067, G- 
1177, and G-1195 were consolidated 
for purposes of hearing. Hearings 
thereon were held during May, 1949, 
and, pursuant to an order of the Com- 
mission of June 1, 1949, granting ap- 
plicants’ motion to omit intermediate 
decision procedure, oral argument in 
lieu of briefs was heard by the Com- 
mission on June 8, 1949. 

Thereafter on July 13, 1949, the 
Commission entered an order, refer- 
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ence to which is hereby made, in the 
consolidated Docket Nos. G-1067, 
G-1177, and G-1195, wherein it found 
(1) that the construction and opera- 
tion of all of the facilities involved in 
such dockets, except such facilities as 
are to be used exclusively in the gather- 
ing of natural gas, and the transporta- 
tion and sale of natural gas as pro- 
posed by the applicants, El Paso and 
Pacific, are subject to the requirements 
of § 7 of the Natural Gas Act; (2) 
that the proposed service, construction, 
and operation of the facilities by the 
applicants, if modified by appropriate 
certificate conditions, are required by 
the public convenience and necessity ; 
(3) that El Paso’s agreements entered 
into for the sale of natural gas do not 
meet the requirements of the Commis- 
sion’s rules for the filing of tariffs, and 
the rates and charges to be made, de- 
manded, and received by El Paso for 


the transportation and sale of natural 
gas should be consistent with the cost 


of rendering such service; (4) that 
the evidence adduced did not disclose 
that El Paso owns or had contrac- 
tually committed to it a natural gas 
supply adequate to meet the additional 
demands to be placed upon its system ; 
and finally (5) that a proper disposi- 
tion of the application of Pacific and of 
the intervenor, California-Pacific Util- 
ities Company, depends upon the dis- 
position which the Commission makes 
of El Paso’s application. In such order 
it was also found by the Commission 
that El Paso should be afforded a 
further opportunity to submit addition- 
al evidence with respect to the matters 
involved in these proceedings and such 
other matters as might pertain to the 
issues. 


Said order of July 13, 1949, pro- 
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vided that the record should remain 
open for a period of not more than 
three months from the date of such 
order for the purpose of entertaining a 
motion by the applicants for a further 
hearing. 

On September 27, 1949, the El Paso 
and Pacific companies filed a joint mo- 
tion to reopen the proceedings in 
Docket Nos. G-1067, G-1177, and G- 
1195, which was granted in due course 
by the Commission’s order of October 
11, 1949, and provided that a further 
hearing should be held beginning Jan- 
uary 4, 1950. Such further hearing 
was begun at the time and place fixed 
by said order and continued from time 
to time until it was concluded May 31, 
1950. During such hearing and on 
April 19, 1950, on motion of El Paso 
the Commission entered an order con- 
solidating for hearing purposes those 
portions of Docket Nos. G-655, G- 
1019, and G-1051 remaining undis- 
posed of with the hearing of said 
Docket No. G-1177. 

Thereafter by order entered June 1, 
1950, granting the applicant com- 
panies’ motion to omit intermediate de- 
cision procedure, oral argument was 
heard by the Commission on June 19, 
1950. 

At the time oral argument was 
heard by the Commission on June 8, 
1949, the following named had been 
allowed to become parties intervenor 
in the present proceedings, to wit: the 
state of Colorado, the Gas Conserva- 
tion Commission of the state of Colo- 
rado, the state of Arizona, the Arizona 
Corporation Commission, the Atomic 
Energy Commission, the United States 
of America by its Attorney General, 
the United States Air Force, state of 
New Mexico, Guy Shepard, Commis- 


132 





RE SAN JUAN PIPE LINE CO. 


sioner of Public Lands of the state 
of New Mexico, the California Manu- 
facturers Association, the counties of 
Coconino, Navajo, Yavapai, Mohave, 
and Apache, and the municipalities of 
Flagstaff, Williams, Winslow, Selig- 
man, Kingman, and Holbrook, Ari- 
zona, the city of Los Angeles, Cali- 
fornia, the California-Pacific Utilities 
Company, Public Service Commission 
of Utah, San Juan Basin Operators 
Committee, and Nevada Natural Gas 
Pipe Line Company. Thereafter and 
at the hearings begun in January, 
1950, the following named had been 
allowed to become parties intervenor: 
the municipality of Gallup, New Mexi- 
co, the Public Utilities Commission 
of the state of California, Southern 
California .Gas Company, Southern 
Counties Gas Company of California, 
Southwest Gas Corporation, Ltd., and 
the Interstate Natural Gas Company 
of Los Angeles, California. 

During the hearings which culminat- 
ed with the oral argument before the 
Commission in June, 1949, the state 
of Colorado and the Gas Conservation 
Commission of Colorado, as Inter- 
venors, requested that there be re- 
served for the people of Colorado the 
right to take natural gas from that 
portion of the San Juan Basin lying in 
the state of Colorado whenever such 
gas may be needed in that state. There 
was, however, no showing that the 
benefits to the people of the state of 
Colorado would be greater than to the 
people of the states of California and 
Arizona, or that injury would occur 
if the gas was transported as proposed 
by the applicant companies. The state 
of Colorado was not represented at the 
hearings just concluded. 


The Honorable Dennis Chavez, 
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United States Senator for the state of 
New Mexico, presented at the hearing 
his position that there should be re- 
served to the people of the state of New 
Mexico the right to have first call up- 
on the gas that is produced in their 
state. 

During the 1949 hearings the 
Atomic Energy Commission as an 
intervenor presented evidence in op- 
position to the granting of a certificate 
to transport gas from the San Juan 
basin unless it was assured of a con- 
tinuing supply to meet its needs. That 
Commission then and now is purchas- 
ing natural gas from Southern 
Union Gas Company which, in turn, 
secures its supply for that part of its 
system serving the Atomic Energy 
Commission’s installations at Los Ala- 
mos and Sandia, New Mexico, from 
the San Juan basin. It appeared that 


the El Paso Company entered into an 


agreement with the Atomic Energy 
Commission that in the event this 
Commission considered it appropriate 
to grant a certificate of public con- 
venience and necessity to El Paso, 
such certificate should, subject to the 
approval of the Federal Power Com- 
mission, be granted on the following 
condition: “that the withdrawals of 
gas from the Barker Dome which are 
transmitted over El Paso Natural Gas 
Company’s pipe line will not be in 
such quantity as to jeopardize the sup- 
ply of gas in said Dome available to 
the Atomic Energy Commission in 
marketable quantities, and conditioned 
for a period of twenty-five years from 
date, and in total amount not to ex- 
ceed 90 billion cubic feet.” 

The California-Pacific Utilities 
Company, a California corporation, en- 
gaged, among other things, in the ren- 
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dering of manufactured gas service in 
the town of Needles, California, also 
at such 1949 hearings offered evidence 
as an intervenor requesting that nat- 
ural gas from the facilities of the Pacif- 
ic Gas and Electric Company be made 
available to it. The town of Needles 
is located in eastern San Bernardino 
county, California, on the Colorado 
river, approximately eight or nine 
miles distant from Pacific’s transmis- 
sion line, which will transport gas 
received from El Paso. This inter- 
venor renders gas service to approxi- 
mately 760 residential and 80 commer- 
cial consumers in the town of Needles, 
and at least 80 per cent of these cus- 
tomers use gas for heating, cooking, 
and water heating. Its present re- 


quirements are approximately 60,000,- 
000 cubic feet of gas per year, which 
would probably increase to 200,000- 


000 cubic feet of gas per year if nat- 
ural gas is made available to it. This 
intervenor is prepared to acquire the 
rights-of-way and build the necessary 
2- or 3-inch transmission line to con- 
nect with Pacific’s transmission sys- 
tem. The town of Needles is remote 
from all sources of heating fuel. The 
only available fuels are from the coal 
fields in Colorado and fuel oil from the 
Los Angeles basin, which is approxi- 
mately 300 miles away. 


Southwest Gas Corporation, Ltd., 
a California public utility corporation 
with its principal place of business at 
Barstow, California, serves the com- 
munities of Barstow and Victorville, 
California, territory adjacent thereto 
and the Victorville Air Base and the 
Marine Corps Base, both near Nevo, 
California. This company requests 
that natural gas from the facilities of 
Pacific Gas and Electric Company be 
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made available to it. Its require- 
ments for natural gas have been esti- 
mated to be 377,930 thousand cubic 
feet for the first year and 939,210 
thousand cubic feet for the tenth year, 
At the present time this company is 
distributing liquid petroleum gas from 
central points throughout its distribu- 
tion lines and also serves metered tank 
gas in the territory adjacent to its 
mains and service areas. 

The United States Air Force has 
requested that natural gas be made 
available to it off of the lines of the 
Pacific Gas and Electric Company for 
its Muroc Air Force Base located 
near the towns of Cramer and Muroc, 
California. The Air Force estimates 
that it will require 5 million cubic feet 
of gas per day as ultimate requirement 
to be reached in 1955. This service 
is sought not only for the reasons that 
it will effect savings to the government 
in cost and maintenance but also for 
other developments at the base. None 
of the last five named intervenors of- 
fered additional evidence at the hear- 
ings which were begun in January 
1950. 

All of the remaining intervenors, 
save only the Interstate Natural Gas 
Company of Los Angeles, California, 
have requested no specific relief other 
than to support the granting of the ap- 
plication to the applicant companies. 

The intervenor, Interstate Natural 
Gas Company of Los Angeles, Cali- 
fornia, seeks an order from this Com- 
mission requiring the applicant com- 
panies to operate their entire pipe-line 
systems as common carriers, to file 
rates as such common carriers, and to 
allocate from 15 per cent to 25 per 
cent of the capacity of their respective 
systems for common carrier service. 
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In support of its contention that this 
Commission should now declare El 
Paso and Pacific to be common carriers 
and should be required to allocate a 
substantial portion of the capacity of 
their respective pipe line systems, the 
Intervenor, Interstate Company, of- 
fered in evidence certain letters from 
companies and individuals that are al- 
leged to contain offers to sell Interstate 
various volumes of natural gas. Other 
letters were also introduced in evidence 
which are claimed to be offers to pur- 
chase gas from Interstate. In addi- 
tion to such evidence, Interstate also 
adduced the testimony of one of its 
vice presidents, who conceded in the 
course of his testimony that none of 
such letters is a binding contract either 
for the purchase by Interstate of nat- 
ural gas or for the sale by it of natural 
gas, and that in order for Interstate to 
have an enforceable obligation for the 
firm purchase of natural gas, as well 
as a firm obligation for the sale of such 
gas, the Interstate Company would 
have to enter into new contracts after 
further negotiations. From such evi- 
dence, it also appears that Interstate 
does not own any natural gas reserves, 
nor does it have any natural gas pipe- 
line facilities, nor the necessary funds 
with which to build pipe-line facilities 
so as to connect with the pipe lines of 
either of the applicant companies, El 
Paso and Pacific. 

From the foregoing, it appears that 
the present status of the record invall 
of these proceedings is such that the 
following issues are now presented for 
further consideration and determina- 
tion : 

(A) Has substantial evidence been 
adduced to show that El Paso now 
owns or has contractually committed 
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to it a firm supply of natural gas suf- 
ficiently adequate to meet the addi- 
tional demands now to be placed upon 
its system ; 

(B) Are the service agreements 
tendered by El Paso for the sale to its 
customers and purchase by them of 
natural gas such as will meet the re- 
quirements of the Commission’s rules 
with respect to tariffs, and are the rates 
and charges to be made, demanded, 
and received by El Paso for the trans- 
portation and sale of natural gas con- 
sistent with the cost of rendering such 
service ; 

(C) Is it economically feasible for 
El Paso to expend approximately $44,- 
500,000 in the construction and opera- 
tion of the facilities necessary to con- 
summate the proposed project; 

(D) If it should otherwise appear 
that El Paso should be authorized to 
construct and operate the proposed 
facilities, is it necessary or desirable 
that a certificate therefor should con- 
tain a condition requiring El Paso to 
adjust its proposed plan of financing; 

(E) If it should be determined that 
a certificate of public convenience and 
necessity should issue to El Paso as 
requested, should the same be condi- 
tioned as a requirement that El Paso 
be directed to charge to earned surplus 
any amount above actual cost that it 
will pay to Western Natural Gas Com- 
pany, its affiliate, for the transfer of 
property pursuant to the agreement of 
January 3, 1950; 

(F) If the issuance of certificates 
of public convenience and necessity as 
here sought is justified by the evidence 
adduced, should it be upon a condition 
that the applicants, E] Paso and Pa- 
cific, should each file common carrier 
rate schedules for the common carriage 
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of natural gas over and through their 
respective natural gas pipe-line sys- 
tems, in accordance with the conten- 
tion of the intervenor, Interstate Nat- 
ural Gas Company of Los Angeles. 

In an endeavor to determine the fore- 
going issues, it is necessary to re- 
view what has been decided thus far 
in those several dockets, to the end 
that we may get a true perspective of 
what both applicant companies have 
set out to do, and what has thus far 
been accomplished only in part. This 
observation is made because the whole 
tenor of the Commission staff brief, 
it seems to us, is an approach to the 
solution of the problems now posed as 
though there were involved only the 
question whether El Paso should now 
be authorized to transport and sell 
150 million cubic feet of natural gas 
daily to Pacific Gas and Electric, with 
some additional 17 million cubic feet 
dropped off en route to the point of 
delivery to Pacific Gas and Electric. 

We think a proper solution can only 
be reached if we review the record now 
consisting of upwards of 4,000 pages 
and about 400 documentary exhibits, 
and note the action already taken by 
the Commission with respect to all of 
these applications. 

On May 31, 1946, in Docket No. 
G-655, the Commission authorized 
El Paso to construct facilities for the 
transportation of 305 million cubic 
feet per day from the Permian basin 
in west Texas and New Mexico, as 
well as from the Panhandle field and 
the southern portion of the Hugoton 
field in Texas to the Arizona-Califor- 
nia border near Blythe, California, for 
sale and delivery there to Southern 
California Gas Company (Southern 
California) and Southern Counties 
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Gas Company of California (South- 
ern Counties). 

Thereafter and on September 10, 
1948, in Docket No. G-1051, the Com- 
mission issued a certificate to El Paso 
authorizing it to construct facilities for 
the transportation of an additional 180 
million cubic feet per day of natural 
gas from the Permian basin, 100 mil- 
lion of which to be sold to Southern 
California and Southern Counties, and 


80 million cubic feet to its other cus- - 


tomers. 

Still later on and on March 1, 1949, 
in Docket No. G-1019, El Paso was 
authorized to construct facilities for 
the transportation of 250 million cubic 
feet per day of natural gas from the 
Permian basin in Lea county, New 
Mexico, and in west Texas to the 
Arizona-California border near To- 
pock, Arizona, for sale and delivery at 
such point to Pacific Gas and Electric. 

Subsequently the Railroad Commis- 
sion of Texas issued proration orders 
which changed the amount of oil and 
flare gas that could be taken from the 
fields in the Permian basin. This in 
turn necessitated changes and some 
eliminations by El Paso of the facil- 
ities theretofore authorized, so that the 
company could have a more efficiently 
operated system and accomplish deliv- 
ery of the authorized volumes of gas. 
Accordingly, on November 25, 1949, 
El Paso filed a supplemental applica- 
tion in said Docket Nos. G-655, G- 
1019, and G-1051 setting forth the 
need for such changes in the facilities 
theretofore authorized, and later re- 
quested that such supplemental appli- 
cation be heard under the Commis- 
sion’s shortened procedure provided 
by § 1.32(b) of its rules of prac- 
tice and procedure, excepting from 
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such request, however, that part of 
the original application in such dockets 
as related to the so-called Scurry 
county line and the 24-inch loop of the 
Dumas line. Pursuant to such re- 
quest, the supplemental application 
was heard and considered, and on Feb- 
ruary 21, 1950, the Commission issued 
a certificate which (a) authorized the 
# construction of such new facilities as 
4 an integral part of the pipe-line sys- 
tem for the transportation and sale of 
sj natural gas in interstate commerce; 
and (b) modified the certificate there- 
tofore issued so as to rescind author- 
ization for the construction of facil- 
a ities specifically designated in such sup- 
plemental application for elimination. 
It appears also that such changes and 
eliminations resulted in an estimated 
net expenditure for construction of 
$12,952,069, an increase of $3,613,- 
097 over the cost as originally esti- 
mated. 

If all the facilities embraced in El 
Paso’s four applications (Docket Nos. 
G-655, G-1019, G-1051, and G-1177) 
which have not yet been acted upon 
| by the Commission are now author- 
ized as a result of the evidence adduced 
in this record, then when they shall 
have been constructed and operation 
and delivery of gas begun facilities will 
then have been provided for the trans- 
portation, sale, and delivery of 1063 
million cubic feet per day, of which 
volume 750 million cubic feet per day 
is expected to consist of flare gas from 
the Permian basin. 

While it is unquestionably a real 
service in the public interest to market 
such a considerable volume of flare gas, 
it imposes on the company a task of 
some magnitude to provide an ever- 
ready and adequate reserve of dry gas, 
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since flare gas is available wholly as a 
result of the production of oil, and the 
height of oil production is in the sum- 
mer and not during the winter when 
El Paso experiences its system-wide 
peak demands for gas. 

Another and equally important 
reason for a pipe-line company to main- 
tain an ever-ready supply of dry gas, 
when relying upon a large volume of 
flare gas for the supply to meet its own 
pipe-line demands, is because the Rail- 
road Commission of Texas and the 
Oil Conservation Commission of New 
Mexico may in any given month re- 
duce the allowable production of oil, 
thereby reducing the availability of res- 
idue gas. Such oil allowables are 
fixed by those state agencies each 
month for each well in each field, and 
generally it is done by fixing the num- 
ber of barrels per well per day for a 
stated and varying number of days per 
month. A variation in such oil al- 
lowable of as low as one day per month 
is calculated to result in a loss of ap- 
proximately 20 million cubic feet per 
day of available flare gas to El Paso. 
It is not uncommon for a reduction of 
the number of days of producing oil 
to be as many as three or four, hence 
it is obvious that the pipe line may 
have to provide additional dry gas in 
volumes ranging from 20 to 60 or 
even 80 million cubic feet per day. This 
can and often does occur, month by 
month. 

In currently meeting the present de- 
mands upon its system under such con- 
ditions, El Paso has now a capacity 
of approximately 200 million cubic 
feet per day from the dry gas wells in 
the Permian basin, and under certain 
operating conditions such capacity can 
be increased to 250 million cubic feet 
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per day. Certain gas purchase con- 
tracts with the Phillips Petroleum 
Company for a delivery of 180 million 
cubic feet of residue gas per day from 
the Permian basin provide that any 
deficiency in supply shall be made up 
by dry gas from dedicated reserves 
in the Panhandle and Hugoton fields. 
The volumes of residue gas which El 
Paso expects to take from the Permian 
basin aggregate about 750 million 
cubic feet per day, and the company’s 
present maximum supply of about 250 
million cubic feet per day of dry gas in 
the Permian basin, even considering 
its potential of dry gas from the Pan- 
handle-Hugoton fields, is insufficient 
in solving the problem created by 
marketing such a large volume of resi- 
due gas. 

In seeking to develop additional 
sources of dry gas, El Paso has gone 
It is an area 


to the San Juan basin. 
with a presently limited volume of 
production which is marketed more or 
less locally by the Southern Union Gas 


Company. Presently it is El Paso’s 
intention to take gas from only four 
of the fields in the San Juan basin, 
namely: The Barker Dome, Blanco, 
Kutz Canyon, and Angel Peak. 


The facilities covered by the third 
amended application in Docket No. 
G-1177 are for the development and 
taking of gas from the San Juan basin. 
Such facilities consist of a 24-inch 
transmission pipe line extending gen- 
erally south and west from a point on 
the San Juan river in San Juan county, 
New Mexico, to a point near the 
Santa Fe railroad station at Fran- 
conia, Arizona, a distance of about 
433 miles, together with feeder lines 
and plant facilities. This line will 
have a capacity to transport 167 mil- 


lion cubic feet per day and the esti- 
mated total cost is $44,500,000, in- 
clusive of $7,359,107 for the follow- 
ing: 


Drilling four additional wells in the 
Barker Dome field 

Drilling 23 additional wells in the 
Blanco field 

31.25% of the cost of drilling 61 
additional wells in the Kutz Can- 
yon and Angel Peak fields 

(such percentage being based on El 
Paso’s percentage of the gas 
rights in those fields) 

Amount paid and to be paid to Delhi 
Oil Corporation for cost of leases 
and fee lands, including cost of 
wells on leases to date of acquisi- 
tion of leases in the Barker Dome 
field 3,000,000 

Cost of leases purchased from the 

River Oil and Refining 
Company and Rock Hill Oil Com- 
pany 

Leases to be purchased from West- 
ern Natural Gas Company for 
acreage in the Kutz Canyon, 
Angel Peak area 


1,380,000 


381,250 


1,142,857 


$7,359,107 


On behalf of El Paso, it is argued 
that it is essential for the company 
to own oil and gas leases in substan- 
tial amounts in the San Juan basin 
area to enable it to obtain gas in either 
small or large quantities, depending 
upon the amounts required to operate 
its system at peak efficiency and thus 
avoid the flaring of gas from the Per- 
mian field. 

The San Juan pipe line is not to be 
operated as a separate project but will 
be connected to El Paso’s 30-inch line 
coming from the south, in the vicinity 
of Franconia, some 17 miles east of 
Topock. Thus connected the line will 
be operated as an integral part of El 
Paso’s entire system, and the 150 mil- 
lion cubic feet per day contracted to 
be delivered to Pacific Gas and Electric 
at Topock will be fulfilled partially 
from the San Juan line and in part 
from the 30-inch line just mentioned 


84 PUR NS 138 





col 
in 


—-— —— —ies ws w es CO tS Ue 


an et tm fa i (teal 


RE SAN JUAN PIPE LINE CO. 


coming from the Permian basin. Dur- 
ing the summer, the San Juan line will 
be operated to as low as 10 million 
cubic feet per day. During the winter 
it will be operated to its full capacity of 
167 million cubic feet per day. Thus 
during the summer the excess capacity 
existing in the lines leading from the 
Permian basin will be used to make 
the necessary delivery to Pacific Gas 
and Electric at Topock. 

In addition to the 150 million cubic 
feet per day to be delivered to Pacific 
Gas and Electric at Topock, El Paso 
has contracted to deliver to Southern 
Union Gas Company a maximum of 
17 million cubic feet of gas per day for 
the service of small towns in north- 
western New Mexico and northern 
Arizona, and adjacent to the San Juan 
pipe line. The total additional vol- 
ume of gas necessary for delivery to 
Pacific and to Southern Union will be 


approximately 53 billion cubic feet per 
year, of which 34 billion cubic feet 
per year will be taken from the San 
Juan basin and approximately 20 bil- 
lion cubic feet per year will come from 
the Permian basin during the summer 
months. 


We come then to the first question, 
Has El Paso shown by substantial 
evidence that it now has a firm supply 
of natural gas sufficiently adequate to 
meet all of the demands now and pres- 
ently to be placed upon its system? 

With respect to El Paso’s gas con- 
tract status: Since the Commission’s 
order of July 13, 1949, finding that 
El Paso had not then made an ade- 
quate showing as to its gas supply, the 
company has agreed to purchase the 
gas rights under 15,760 acres in the 
Barker Dome field from the Delhi Oil 
Corporation for $3,000,000 ($250,000 
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paid and balance due July 15, 1950), 
and has also agreed to purchase from 
its affiliate, Western Natural Gas 
Company, its one-fourth interest in 
about 13,000 acres of land in the 
proven area of the Kutz Canyon- 
Angel Peak-Blanco area, including 
such interest in nine wells now pro- 
ducing in that field. 

In addition, El Paso has made two 
contracts with Stanolind Oil and Gas 
Company, one for the purchase of a 
minimum daily average of 16,500,000 
cubic feet of gas and a maximum daily 
average of 33 million cubic feet of gas, 
the performance of which contract has 
a dedication of 18,794 acres in the 
proven area of the Blanco field; and 
the other for a minimum daily average 
of 5,500,000 cubic feet and a max- 
imum daily average of 11 million cubic 
feet in the Kutz Canyon field, the per- 
formance of which contract has a dedi- 
cation of 4,900 acres in the proven 
area of that field. Both Stanolind con- 
tracts run to January 1, 1972, and 
month to month thereafter. 

El] Paso has also made a segregation 
agreement with the Delhi Oil Corpora- 
tion and others partitioning to El Paso 
its interest in the Blanco joint acreage. 
It appears therefore that E] Paso now 
owns : 

(a) All of the gas producing acre- 
age in the Barker Dome field save 
2,040 acres now owned by Southern 
Union Gas Company and some mar- 
ginal acreage; 

(b) A substantial acreage in the 
Blanco field purchased from the Wood 
river interests; and 

(c) Fractional interests in about 
13,000 acres in the Kutz Canyon, 
Angel Peak, and Blanco fields; and 

(d) The Stanolind gas purchase 
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contracts just described for a minimum 
daily average of 22 million cubic feet 
and a maximum daily average of 44 
million cubic feet. 

There has been adduced in this 
record the testimony of three geolo- 
gists, well qualified by training and ex- 
perience to vouchsafe an opinion, two 
for the company and one for the Com- 
mission staff. In addition, the staff 
produced a gas engineer who gave his 
computed estimation of the deliver- 
ability of gas from the Barker Dome 
and Blanco fields, and there was also 
adduced considerable testimony of- 
fered on behalf of the Oil Conservation 
Commission of New Mexico at the 
hearings which were concluded in 
June, 1949. 

We shall not attempt to weigh pre- 
cisely the variations in the end result 
of the testimony of such expert geolo- 
gists as Mr. J. F. Dougherty, now of 
DeGoyler and McNaughton, former- 
ly a geologist for this Commission, 
and Mr. Ellis W. Evans currently on 
this Commission’s staff, which seldom 
results in satisfaction to anyone. 

The essential differences between 
the opinions of Messrs. Dougherty 
and Evans as to the volumes of gas 
presently believed to be existent in two 
of the four fields from which El Paso 
proposes to take gas principally re- 
sult from differences in their con- 
clusions as to the pay thickness and 
aerial extent of such fields. 


Since El Paso proposes to operate 
the San Juan line for meeting peak- 
day demands only, the company’s gas 
requirements from the San Juan basin 
fields will approximate 34 billion 
cubic feet a year. In addition to that, 
however, there must be an allowance 
for the gas needs of the Atomic Energy 
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Commission, which aggregate 3.6 bil- 
lion cubic feet per year. For a period 
of fifteen years, it follows, that the gas 
needed will amount to 549 billion 
cubic feet. 

Mr. Evans’ estimate of gas reserves 
dedicated to the El Paso Company in 
the Barker Dome is 222.9 billion cubic 
feet, and for the Blanco field he esti- 
mated 257.1 billion cubic feet. He did 
not, however, estimate the reserves for 
the Kutz Canyon-Angel Peak fields, 
whereas Mr. Dougherty’s estimate for 
those fields is 96.6 billion cubic feet. 
These three sets of estimates total 
576.6 billion cubic feet of gas reserves 
with which to meet the requirements 
of El Paso and the Atomic Energy 
Commission for fifteen years, which 
together amount as already noted to 
549 billion cubic feet. 

With respect to deliverability of gas 
from the San Juan fields, Mr. Harry 
Stevens of the Commission staff found 
sufficient deliverability from the Blanco 
area for a period of fifteen years, but 
his calculations on the Barker Creek 
Dome showed a deliverability of only 
ten years without allowance for pos- 
sible future demands of the Atomic 
Energy Commission in addition to the 
take by the El Paso Company. On the 
other hand, the DeGoyler firm found a 
sufficient deliverability from all of 
those fields for a period in excess of 
fifteen years. 

Bearing in mind that this San Juan 
basin area has not been developed 
very much, largely it would seem be- 
cause of the lack of sufficient market, 
it seems quite reasonable to assume 
that further development in the area 
will occur in the near future, just as 
we note further development has taken 
place since we last heard this case in 
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June, 1949. And, upon the granting 
of El Paso’s application, El Paso will 
be in a position to develop and con- 
tract for additional volumes of gas. 

It is concluded that there is an ade- 
quate supply for fifteen years of pipe- 
line natural gas in the San Juan basin 
area dedicated and contracted to El 
Paso when the San Juan line is oper- 
ated as here proposed by the company, 
namely, for the delivery of not in ex- 
cess of 34 billion cubic feet annually to 
markets. 

E] Paso’s Proposed Tariff: El Paso 
proposes a single rate schedule for all 
gas delivered to Pacific Gas and Elec- 
tric, under which it will make a de- 
mand charge of $1 and a commodity 
charge of 13.75 cents, which is the 
same rate now on file and effective for 
the initial delivery of 250 million cubic 
feet per day to Pacific. This rate will 
reflect an average revenue to E] Paso 
of 17.5 cents per thousand cubic feet. 


[1] El Paso has also submitted 
proposed tariff changes covering serv- 
ice to Southern Union Gas Company 
in northern New Mexico and Arizona 
from the proposed San Juan line. For 
such services, El Paso proposes to 
charge its presently filed tariff rates 
now available in those states, except 
for Holbrook, Arizona. In New 
Mexico the current rate is 21 cents per 
thousand cubic feet and in Arizona it 
is 22 cents per thousand cubic feet. 
The rate proposed for Holbrook is 24 
cents per thousand cubic feet, and El 
Paso seeks to justify the 2 cents dif- 
ferential on the basis of the cost of the 
lateral to serve that community, while 
it concedes that all of the new rates for 
service to Southern Union are not de- 
signed on that basis. Such a special 
rate clearly appears to be an undue dis- 
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crimination against the town of Hol- 
brook. No valid reason appears in 
this record why Holbrook should not 
enjoy the same rate that other towns 
in Arizona pay for like service. 
Official notice is taken of the pen- 
dency of a proceeding before the Com- 
mission with respect to the reasonable- 
ness of all of El Paso’s existing rates 
and charges. It would appear that 
whether the rate now proposed to be 
charged both Pacific Gas and Electric 
and Southern Union is or is not con- 
sistent with the actual cost of service 
can very properly be left to a deter- 
mination of that rate proceeding. 
[2,3] Economic Feasibility: El 
Paso’s original proposal to sell gas 
to Pacific Gas and Electric was for a 
total volume of 400 million cubic feet 
per day; and, through its subsidiary, 
San Juan Pipe Line Company, an 
application for a certificate was filed 
as long ago as June 30, 1948 (Docket 
No. G-1067), seeking authorization 
for substantially the same facilities as 
are now being considered in El Paso’s 
own application docketed as No. G- 
1177. Under the San Juan applica- 
tion, it was proposed to deliver 150 
million cubic feet per day from the San 
Juan basin in partial fulfilment of the 
obligation to deliver 400 million cubic 
feet per day. Under El Paso’s own 
application, docketed as No. G-1019, 
it was proposed to deliver the remain- 
ing 250 million feet from the Permian 
basin gas fields. Contemporaneously, 
Pacific Gas and Electric filed its ap- 
plication, docketed as No. G-1092, for 
authorization to construct its Topock- 
Milpitas pipeline facilities with a 
capacity sufficient to receive the 400 
million cubic feet per day from El 
Paso. All three of such applications 
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were consolidated for hearing pur- 
poses; and, as we have seen (Com- 
mission order of February 15, 1949), 
the evidence adduced with respect to 
the San Juan facilities in Docket No. 
G-1067 was held to be inadequate in 
numerous respects, and further action 
in that proceeding was temporarily 
suspended, and authority was granted 
to both El Paso and Pacific Gas and 
Electric with respect to the sale and de- 
livery of 250 million cubic feet of gas 
from the Permian basin fields (Com- 
mission order of March 1, 1949, 
Dockets Nos. G-1019 and G-1092). 

In the light of the history of El 
Paso’s efforts to perform a contract for 
the delivery of 400 million cubic feet 
daily to Pacific (and we have already 
determined that the proposed service, 
construction, and operation of the facil- 
ities both for El Paso and Pacific Gas 
and Electric, if modified by appro- 
priate certificate conditions, are re- 
quired by the public convenience and 
necessity — Order of July 13, 1949), 
it would seem unrealistic to regard the 
present docket proceedings (No. G- 
1177) as no more than an isolated pipe 
line for the delivery of 150 million 
cubic feet per day. Indeed, such line 
is to be the source of an additional 
supply of dry gas during winter-month 
peak days and, as such, is indispensable 
to an efficient operation of the Per- 
mian basin pipe line system in market- 
ing 750 million cubic feet per day of 
flare gas to areas that have conclusively 
shown the need for additional natural 
gas. 

It would seem that of necessity the 
San Juan line, extending only to Fran- 
conia, where it connects with El Paso’s 
existing 30-inch pipe line carrying 
Permian basin gas, and 17 miles short 
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of the point of delivery to Pacific Gas 
and Electric, must be regarded as an 
integral part of El Paso’s entire sys- 
tem; and it will, as we have noted, be 
actually operated as such. So re- 
garded, the staff has computed that 
the maximum revenues would be in 
excess of allocated system cost, in- 
clusive of a 6 per cent return, and, 
therefore, economically feasible. 

Capital Structure: El Paso pro- 
poses to finance the San Juan project 
as follows: 


First Mortgage Bonds, 34%, due 
1965 


$28,000,000 


$4.25 Second Convertible 
ferred Stock, 63,232 Shares .... 

Temporary Bank Loan, 2% 

Cash from Corporate Funds 


$44,500,000 


The bonds are proposed to be sold, 
$15,000,000 in 1950 and $13,000,000 
in 1951, to a group of insurance com- 
panies. El Paso proposes to issue one- 
half of the debentures in 1950 and the 
balance in 1951, primarily to insurance 
companies. In April of this year, El 
Paso sold 63,232 shares of second con- 
vertible preferred stock to net the $6,- 
386,000 shown above. 

El Paso does not propose to issue 
any common stock in connection with 
the proposed financing of the project 
in question. In 1948 the company is- 
sued $20,000,000 of 34 per cent con- 
vertible debentures, due in 1963, which 
debentures are convertible into com- 
mon stock at $25 a share. Since their 
issuance, $5,100,000 of the debentures 
have been exchanged for 4.25 per cent 
second preferred stock so that at 
December 31, 1929, the outstanding 
convertible debentures amounted to 


$14,900,000. It was testified that it 
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was contemplated the debentures would 
be converted into common stock by the 
end of 1951. However, there is no 
assurance that this result will be 
achieved. In this connection the major 
holders of the debentures are insurance 
companies which, according to testimo- 
ny in this proceeding, could not legally 
purchase common stock of El Paso. 
El Paso’s capital structure at the 
end of 1949 was as follows: 
Amount Per Cent 
$148,193,000 79.0% 


16,500,000 8.8 
22,970,000 12.2 


$187,663,000 100.0% 


Long-term Debt 
Preferred Stock 
Common Equity 





At the end of 1950, under the pro- 
posed financing, the capital ratios will 
be as follows: 

Long-term Debt 


Preferred Stock 
Common Equity 


It is evident that the debt is too high 


and the common equity is too low. We 
have previously held’ that the long- 
term debt of pipe line companies, such 
as El Paso, should not exceed 75 per 
cent and that the common equity 
should aggregate at least 15 per cent 


of total capital. In our opinion these 
minimum standards should be ob- 
served by El Paso. Accordingly, the 
certificate will be conditioned to re- 
quire E] Paso to submit for our ap- 
proval a plan of financing which will 
meet these requirements. 

E] Paso has entered into an agree- 
ment to purchase certain gas leasehold 
interests from its affiliate, Western 
Natural Gas Company, for a considera- 


tion of not more than $555,000. It 
appears that the price may exceed the 
cost to the affiliated seller. We have 
long and consistently held that the 
book value of assets shall not be in- 
creased as the result of affiliated com- 
pany transactions.* Accordingly, our 
certificate will be conditioned to re- 
quire E] Paso to charge to its earned 
surplus account any amount in excess 
of the cost to the affiliated seller which 
El Paso pays for the leaseholds in 
question. 

[4-7] Common Carrier Gas Sched- 
ules: The evidence adduced in this 
record by the intervenor, Interstate 
Natural Gas Company, has caused 
much discussion during the hearing, 
in the briefs and on oral argument, be- 
cause of the far-reaching effects of the 
prayer of this petition for leave to in- 
tervene, which reads as follows: 

“Wherefore, intervenor prays as 
follows : 

1. (a) That any certificate of con- 
venience and necessity issued to ap- 
plicants,shall contain a condition that 
applicants shall file with the Federal 
Power Commission schedules showing 
all their rates and charges for trans- 
portation as a common carrier of nat- 
ural gas through their pipe lines. 
(b) That such tariffs or rates shall be 
just, reasonable, and nondiscrimina- 
tory. (c) That applicants must oper- 
ate their pipe lines and the entire in- 
tegrated system of pipe lines as a 
common carrier pursuant to law and 
pursuant to the contract or contracts 
made and entered into as alleged in 
Paragraph VI above. (d) That from 





1 Re Transcontinental Gas Pipe Line Corp. 
Docket No. G-1277, findings and order issuing 
a certificate of public convenience and necessity 
April 28, 1950, 84 PUR NS —; Re Roanoke 
Pipe Line Co. Docket No. G-1265, findings and 
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order issuing a certificate of public convenience 
and necessity February 9, 1950. 

2Re Alabama Power Co. 1 FPC 25, PUR 
1932D 345; Re Canadian River Gas Co. (1942) 
3 FPC 32, 43 PUR NS 205. 
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25 per cent to 50 per cent of the capac- 
ity of said pipe line system be allo- 
cated by applicants for transportation 
of natural gas for shippers of natural 
gas other than applicants. 

2. That it be determined that this 
petition of intervention is an applica- 
tion to the Federal Power Commission 
to require the applicants as common 
carriers to file a schedule of rates and 
charges for transportation and ship- 
ment of natural gas through said pipe- 
line system and that it be ordered that 
applicants must file such a rate sched- 
ule. 

3. That it be determined that in- 
tervenor is a shipper of natural gas 
and as such is entitled to ship its gas 
through said pipe line system owned 
and operated by applicants; that 
applicants must accept gas for ship- 
ment through said integrated pipe 
line system at just, reasonable and non- 
discriminatory rates.” 


With respect to its own status, In- 
terstate alleges in its petition that it is 
duly incorporated and existing under 
the laws of the state of Nevada and is 
qualified to transact business in the 


states of California, Arizona, New 
Mexico, Texas, and Montana. It also 
alleges that it “owns or controls leases, 
operating agreements, options, and gas 
purchase contracts covering lands 
located in west Texas and in New 
Mexico.”” It further avers that such 
leases and “production” are located in 
areas tributary to applicants’ existing 
and proposed pipe lines; and that up- 
on completion of its projected drilling 
and acquisition program, which it will 
immediately complete when the pipe 
line companies perform their duty as 
common carriers and accept gas for 
shipment through their integrated and 
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interconnected pipe line system from . 
the intervenor, it expects to have avail- 
able for interstate transportation 
through applicants’ common carrier 
pipe line, a volume of natural gas in 
excess of 300 million cubic feet per 
day. It further avers: “A substan- 
tial portion of said gas will be natural 
gas produced from government lands 
in the vicinity of the integrated pipe 
line and its gathering branches. Pe- 
titioner has customers (commercial, 
industrial, and- municipal users) ready 
and anxious to purchase from peti- 
tioner in excess of 400 million cubic 
feet per day.” 

In support of the allegations of its 
petition, Interstate produced two wit- 
nesses, Messrs. John Wight and Chuck 
Aston, both vice presidents of the cor- 
poration. To enable one to grasp 
realistically how profound an effect any 
affirmative action now taken in a cer- 
tificate proceeding would have, not 
only upon the systems of El Paso and 
Pacific Gas and Electric, but upon 
other similarly situated natural gas 
systems subject to this Commission’s 
jurisdiction, it is indispensably neces- 
sary to read at length the testimony 
of Mr. Wight. It discloses the real 
objectives of his company far more 
clearly and definitely than the allega- 
tions of a rather artificially drawn pe- 
tition does. 


Some of the significant statements 
from Mr. Wight’s testimony are: 
that Interstate has not applied to the 
California Corporation Commission 
or the California Public Utilities Com- 
mission for authorization to do busi- 
ness in California; that it has not done 
so on the advice of counsel that a ship- 
per of natural gas in interstate com- 
merce is not required to apply for such 
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authorization ; that Interstate does not 
have any facilities to put gas into the 
El Paso lines nor does it have any 
money at this time for that purpose; 
that he had conversations with an of- 
ficer of the Pecos Petroleum Company 
with respect to the purchase of gas 
from them, who said 100 million cubic 
feet a day could be furnished and that 
he was taken out into a field and saw 
seven or eight wells which he was told 
belonged to the Pecos Company and 
he didn’t know whether they were 
producing but thought they were, al- 
though he thought they were not 
piped into a line; that Interstate has 
not applied for any franchises in any 
city or county in California, where he 
said it has prospective consumers, be- 
cause they are not going into the local 
distribution business, but would be 
merely a shipper of gas, just as there 
are shippers of oranges, cattle, hogs, 


or anything else; that delivery of gas 
would be primarily to industrial cus- 


tomers and municipalities; the gas 
would be shipped in interstate com- 
merce and delivered from the originat- 
ing point to the ultimate destination 
through an interstate common carrier 
transportation company; that Inter- 
state does not contemplate building 
any pipe lines whatever to make deliv- 
ery; that his company would use the 
transmission system and the distribu- 
tion facilities of any existing common 
carrier utility to make delivery right 
to the plants of his consumers; the 
transmission company is either 100 
per cent common carrier or it is not. 
Interstate would expect to pay a rate 
on which the distribution people could 
make 6} per cent. Deliveries would 
be made to include any industrial or 
commercial customer anywhere on an 


[10] 
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interconnecting pipe-line system that 
is a part of a common carrier system 
regardless of where it is; none of the 
letters which have been introduced on 
behalf of Interstate is regarded by Mr. 
Wight as a binding contract ; rates and 
other details like that must await fur- 
ther negotiation after Interstate knows 
how much it is going to cost to trans- 
port over common carrier lines; in 
making sales to municipal light, wa- 
ter, and power departments there 
probably would be a sale for resale to 
the ultimate domestic consumer; that 
is to say, if any municipality wanted 
to buy gas and Interstate was able to 
sell it, it would be sold to it at the gates 
of the city; it might be also that In- 
terstate would sell to a privately owned 
distribution system by selling and de- 
livering at the city gates. 

Interstate’s charter is not in evi- 
dence. Nor is there any document 
showing that the company has been 
authorized to do business in any state. 
There is no evidence that Interstate 
owns or has existing contracts, either 
for the purchase of gas lands or leases, 
or contracts for the purchase of gas 
from producers owning existing pro- 
ducing gas wells. The letters offered 
in evidence are not options, for they 
lack all the elements of certainty re- 
quired of such documents. The term 
“letters of intent’? used by counsel in 
the course of argument are without 
meaning in connection with the busi- 
ness Interstate seeks to transact. 

A reading of § 28 of the Leasing 
Act of 1920, 30 USCA § 185, shows 
that the condition upon which the 
right-of-way permit is granted requires 
that “. upon the express condi- 
tion that such pipe lines shall be con- 
structed, operated, and maintained as 
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common carriers and shall accept, con- 
vey, transport, or purchase without 
discrimination, oil or natural gas pro- 
duced from government lands in the 
vicinity of the pipe line in such propor- 
tionate amounts as the Secretary of the 
Interior may, after a full hearing with 
due notice thereof to the interested par- 
ties and a proper finding of facts, deter- 
mine to be reasonable; ~ 
(Italics added ) 

In drafting the petition for leave to 
intervene here counsel for Interstate 
was careful to aver that Interstate had 
gas produced from government lands, 
thus tying it in with the language of 
the statute. But there is not a word 


in the testimony of either of Inter- 
state’s witnesses, nor is there any doc- 
ument to show that any gas that the 
Interstate people have considered buy- 
ing is being produced or will be pro- 
duced from government lands. 


The record shows that El Paso and 
Pacific applied for and have accepted 
right-of-way permits issued by the 
Secretary of the Interior under the 
provisions of the Leasing Act. The 
following language of the 8th circuit 
court of appeals in Montana-Dakota 
Utilities Co. v. Federal Power Com- 
mission (1948) 75 PUR NS 167, 174, 
169 F2d 392, is applicable to El 
Paso and Pacific: “It is too clear for 
argument that the petitioner, having 
applied for and accepted a permit to 
do so and having constructed its pipe 
line over the public lands, became and 
is a statutory common carrier of nat- 
ural gas and that its rates and sched- 
ules are subject to the jurisdiction of 
the Federal Power Commission under 
the Natural Gas Act.” Further, spe- 
cific obligations under the Leasing Act 
to transport or purchase natural gas 
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may be imposed upon either El Paso 
or Pacific in a proceeding before the 
Secretary of the Interior. The appli- 
cants, in common with all other nat- 
ural gas companies, must “file with 
the Commission . . . , schedules 
showing all rates and charges for any 
transportation or sale subject to the 
jurisdiction of the Commission, and 
the classifications, practices, and regu- 
lations affecting such rates and charges 
98 

Under date of June 16, 1950, the 
Secretary of the Interior wrote to this 
Commission stating that a number of 
applications by El Paso for rights-of- 
way over public lands for pipe-line 
purposes are pending before the Sec- 
retary and that he proposes, in con- 
nection with any such permits issued 
hereafter, to require the applicant to 
file the following stipulation: 

“The applicant agrees to operate the 
pipe line as a common carrier and, 
within thirty days after the request of 
the Secretary of the Interior, to file a 
rate schedule and tariff for the trans- 
portation of oil or gas as a common 
carrier with any regulatory agency the 
Secretary may prescribe.” 

The Secretary then stated: 

“We intend, upon the request of the 
Commission or of an interested party 
to require the filing of the rate schedule 
and tariff with the Federal Power 
Commission.” 

Clearly, after any company has been 
ordered by the Secretary of the Inte- 
rior to file rates, and has done so, then 
this Commission must consider the 
reasonableness of such rates. Before 
any transportation or sale for resale of 
natural gas in interstate commerce, 


8 Section 4(c) of the Natural Gas Act, 15 
USCA § 717c(c). 
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even though the gas be transported by 
a common carrier, there must be com- 
pliance with the provisions of § 7(c) 
of the Natural Gas Act, 15 USCA 
§ 717f(c). 

The case of Mondakota Develop- 
ment Company, cited by counsel for 
Interstate, is not decisive here, because 
there it appears that the Montana- 
Dakota Utilities Company, the pipe- 
line transporter, had long prior to the 
passage of the Natural Gas Act had 
hearings before the Secretary of the 
Interior and had been ordered to file 
rate schedules, and did so. There- 
after, in accordance with the Natural 
Gas Act, Montana-Dakota Utilities 
Company filed such rate schedules with 
this Commission, and the proceeding 
which this Commission heard and de- 
termined related exclusively to the rea- 
sonableness of the rate schedules then 
on file with this Commission. 

When one considers the power of 
the Commission with respect to the at- 
tachment of conditions to a certificate 
as provided in § 7(e), sight must not 
be lost of the fact that such conditions 
must be reasonable “as the public con- 
venience and necessity may require.” 
Waiving for the moment all consider- 
ation of the Commission’s power to 
enforce such obligations as the two 
applicant companies may have as com- 
mon carriers, under § 28 of the Leas- 
ing Act, and bearing in mind that the 
El Paso system, which is the only one 
that can initially receive any gas for 
common carriage, is operating at a 
load factor of better than 90 per cent, it 
assuredly cannot be said on this rec- 
ord that public convenience and ne- 
cessity will be subserved by allocating 
at this time any portion of its system 
pipe lines for common carrier trans- 
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portation of 300 million cubic feet of 
gas per day and thereby necessarily 
frustrate El Paso’s existing contracts, 
to the advantage of Interstate which 
has not shown on this record that the 
public interest requires the service it 
proposes. 

Scurry County Line: Thus far 
nothing has been said about the com- 
pany’s construction of the Scurry 
County Line, without due, required 
authority from the Commission. That 
such unauthorized work has been done 
is the fact. However, when the mag- 
nitude of the company’s expansion 
work is borne in mind, as well as the 
great activity in this new area in Scur- 
ry county, it can be assumed that there 
may have been no deliberate intent to 
flaunt the Natural Gas Act and in any 
event, El Paso counsel has assured us 
that there will be no reoccurrence of 
such an instance. 

An appropriate order will issue si- 
multaneously herewith giving effect to 
our findings and determinations here- 
in. 

DraPER, Commissioner, dissenting : 
The record in this case in my opinion 
fully justifies the issuance of a certifi- 
cate of convenience and necessity to 
El Paso Natural Gas Company au- 
thorizing it to proceed with the pro- 
posed construction and operation of 
the facilities covered by the application 
and in the manner proposed therein. 

The majority are, in effect, with- 
holding such authorization until and 
unless “El Paso” submits a satisfac- 
tory plan for the financing under which 
its entire debt securities will be limited 
to 75 per cent of its over-all capitali- 
zation and providing for an increase in 
its common equity to 15 per cent of its 
total capitalization. 
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In other words, “El Paso” must proposed. In my opinion this Com- 
now reshape its entire capital structure mission does not have the authority to 
of twenty-two years standing before it impose such a condition under the 
can proceed with the construction here Natural Gas Act. 
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Natural Gas Service Company et al. 


v. 


Serv-Yu Cooperative, Incorporated 


No. 5087 
— Ariz —, 219 P2d 324 
May 29, 1950 


EHEARING Of action by codperative association for declaratory 
R judgment as to its public utility status and certificate re- 
quirement; original decision holding association to be public 
utility approved and reinstated. For earlier decision, see 

(1950) 83 PUR NS 615. 


Public utilities, § 21 — Status of codperative association — Effect of by-laws. 


1. The mere power stemming from a codperative association’s articles of 
incorporation to manufacture, purchase, acquire, and accumulate natural gas 
for its members only and to transmit, distribute, furnish, sell, and dispose of 
such gas to its members only, standing alone, is not enough to brand it as 
a public service corporation, although such authorization may be considered 
in determining its public utility status, p. 149. 


Public utilities, § 16 — Test of status — Declaration and wishes of owner. 
2. Whether or not a company is a public utility does not depend solely upon 
the wishes and declarations of the owner, since a dedication to public use 
is a question of intention which may be shown by circumstances, p. 150. 


Public utilities, § 58 — Status of coéperative service to general public. 


3. A cooperative organization cannot avoid public regulation by the simple 
device of incorporating as a nonprofit membership corporation where its 
declared purpose is to sell and distribute a commodity in which the public 
as a whole is generally interested, to serve a substantial portion of the public, 
to secure a monopoly, or at least a monopoly of the lucrative business, and 
to compete with a certificated public service corporation already in the field, 


p. 150. 
Constitutional law, § 17 — Public utility regulation — Due process of law. 


4. To subject a business affected with a public interest to regulation does 
not violate either the Fifth Amendment or the Fourteenth Amendment to 
the Federal Constitution, p. 154. 
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Constitutional law, § 24 — Public utility regulation — Impairment of contract 


obligation. 


5. To subject a codperative association to public utility regulation does not 
result in the invasion of private contractual rights in violation of the state 
and Federal constitutions where the constitutional provisions antedate the 
organization of the association, p. 154. 


Public utilities, § 23 — Test of status — Profit factor. 
6. The statute subjecting to regulation public service corporations operated 
for compensation was not intended to regulate only public service corpora- 
tions operated for profit, since regulation is of necessity concerned not only 
with the service rendered but also with the price charged the public, p. 155. 


(STANFoRD, J., specially concurs in separate opinion.) 


APPEARANCES: Stanley A. Jerman 
and Harold L. Jerman, Walter Roche, 
Phoenix, for appellant, Natural Gas 
Service Co.; Knapp, Boyle, Bilby & 
Thompson, Arthur Henderson, Tu- 
scon, for appellant El Paso Natural 
Gas Co.; Evo DeConcini, Attorney 
General, Perry M. Ling, Chief Assist- 
ant Attorney General, for appellant 
Corporation Commission; Dougherty, 
Chandler & Connor, Phoenix, for ap- 
pellee. 


[1] La Prape, Chief Justice: Aft- 
er our decision and opinion in this 
case, see (1950) 69 Ariz 328, 83 
PUR NS 615, 213 P2d 677, a mo- 
tion for rehearing was granted and 
oral arguments heard. An exhaustive 
and attentive review of our former 
opinion has not caused the court to 
arrive at any different conclusion as 
to the correctness of our original dis- 
position of the case. Our attention 
has been directed to the fact that the 
conclusion drawn, that appellee is a 
public service corporation within the 
purview of Art 15, § 2, of the Con- 
stitution, rests on the single factor 
that: “. . . Its character as a cor- 
poration whether it is a public service 
corporation or otherwise must be de- 
termined by what its articles and by- 
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laws authorize it to do rather than by 
what it is now doing or may do in 
the immediate future. . . .” 83 
PUR NS at p. 623, 213 P2d at p. 684. 

We are now of the opinion that 
while this analytical observation may 
be technically correct, admittedly the 
statement is too broad and, though 
doctrinal in form, cannot be defended 
in the light of reason as exemplified by 
many well-considered cases. For col- 
lection and analysis of applicable cases 
see Rural Electric Co. v. State Board 
of Equalization (1942) 57 Wyo 451, 
42 PUR NS 153, 120 P2d 741, re- 
hearing denied (1942) 57 Wyo 484, 
122 P2d 189. The mere power, 
stemming from its articles of incorpo- 
ration, “to manufacture, purchase, ac- 
quire, and accumulate natural gas 
and/or gas for its members 
only, and to transmit, distribute, fur- 
nish, sell and dispose of such gas to 
its members only .” etc. stand- 
ing alone is not enough to brand it 
as a public service corporation. There 
were other factors that should have 
been pointed out, all of which were 
evidenced by our recitation of the 
facts in the original opinion. 

1. What the corporation actually 

does. 
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. A dedication to public use. 

. Articles of incorporation, au- 
thorization, and purposes. 
Dealing with the service of a 
commodity in which the public 
has been generally held to have 
an interest. 

Monopolizing, or intending to 
monopolize, the territory with a 
public service commodity. Val- 
cour v. Morrisville (1938) 110 
Vt 93, 27 PUR NS 34, 2 
A2d 312. 

Acceptance of substantially all 
requests for service. Consolida- 
tion Coal Co. v. Martin (1940) 
113 F2d 813, 817; Wingrove 
v. Public Service Commission 
(1914) 74 W Va 190, 81 SE 
734, LRA1918A 210. 


Service under contracts and re- 
serving the right to discriminate 
is not always controlling. State 
ex rel. Bricker v. Industrial Gas 
Co. (1937) 58 Ohio App 101, 
16 NE2d 218; Industrial Gas 
Co. v. Public Utilities Commis- 
sion (1939) 135 Ohio St 408, 
29 PUR NS 839, 21 NE2d 166. 
Actual or potential competition 
with other corporations whose 
business is clothed with public 
interest. Industrial Gas Co. v. 
Public Utilities Commission, su- 
pra. 

While the articles of incorporation 
authorizing the corporation to act as 
a public utility are not conclusive, the 
fact of such authorization may be con- 
sidered in the determination of the 
ultimate question. Lamb v. California 
Water & Teleph. Co. (1942) — Cal 
App2d —, 121 P2d 852, 858, affirmed 
on appeal (1942) 21 Cal2d 33, 47 
PUR NS 364, 129 P2d 371. See also 


Commonwealth v. Filbert Paving & 
Construction Co. (1911) 229 Pa 231, 
78 Atl 104. In order to classify a 
corporation which has never engaged 
in business, access of necessity is al- 
ways had to its articles of incorpora- 
tion to determine the purposes for 
which it was formed and the powers 
conferred upon it. 18 CJS, Corpora- 
tions, § 22b, p. 400. In this behalf 
appellee strenuously insists that the 
powers conferred extended to ‘“mem- 
bers only,” and that the finding of 
the court to the effect that the corpora- 
tion “has never in anywise held itself 
out as a public corporation or made 
any offer or offers to serve the public or 
any others than its members; that it 
has never by any solicitation, declara- 
tion, act or any other means, indicated 
any intention of serving the public gen- 
erally, or of serving any others than 
the members of the codperative” is 
binding on this court. To this con- 
tention we will avert later. 

[2,3] A dedication to public use is 
always a question of intention. 

“. . . that intention may be 
shown by the circumstances in a case. 
The facts govern. It does not, as will 
appear later, solely depend upon the 
wishes and the declarations of the 
owner. This much, doubtless, is true, 
that an owner of such a plant must at 
least have undertaken to actually en- 
gage in business and supply at least 
some of his commodity to some 
of the public. . . .” Rural Electric 
Co. Case, supra [42 PUR NS at p. 
162, 120 P2d at p. 747]. 


In determining the question of 
whether we are dealing with a public 
utility much enlightenment is gained 
if we know that the utility is dealing 
with the service of a commodity in 
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which the public has generally been 
held to have an interest. Van Dyke 
v. Geary (1917) 244 US 39, 61 L 
ed 973, 37 S Ct 483. The emphasis 
was placed on this factor in Pennsyl- 
vania Chautauqua v. Public Service 
Commission, 105 Pa Super Ct 160, 
PUR1932D 145, 160 Atl 225, and 
in Industrial Gas Co. v. Public Utili- 
ties Commission, supra. Appellee sug- 
gests that the true criterion by which 
to judge of the character of the use 
of any plant or system alleged to be 
a public utility is whether the public 
may enjoy it of right or by permis- 
sion only, being the rule laid down in 
Junction Water Co. v. Riddle, 108 
NJ Eq 523, PUR1932B 302, 155 
Atl 887. This rule was justly criti- 
cized in Rural Electric Co. Case, supra, 
as a categorical statement not entirely 
correct, as follows: “. . . While 
that feature frequently comes into 
prominence, it is, perhaps, not quite 
correct to call it a ‘criterion.’ It is, 
rather, ordinarily, an incidence, a nec- 
essary result, an essential feature, of 
the dedication to public use. To state 
that property has been devoted to pub- 
lic use is to state also that the public 
generally, in so far as it is feasible, 
has the right to enjoy service there- 
from. It may be as difficult to deter- 
mine the one fact as the other. In 
such case we cannot determine the 
right to demand such service by the 
fact that the plant is a public utility, 
and the fact that it is a public utility 
by the fact that the right to demand 
the service exists. That would be 
simply reasoning in a circle. . . .” 
[42 PUR NS at p. 163, 120 P2d at 
p. 748] 

In the Wyoming Case, supra, 42 
PUR NS at p. 164, the codperative 
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relied on the rule stated in 51 CJ 5, 
which states that the test as to wheth- 
er an owner is a public utility is 
“whether or not such person holds 
himself out, expressly or impliedly, as 
engaged in the business of supplying 
his product or service to the public 
as a class or to any limited portion of 
it, as contra-distinguished from hold- 
ing himself out as serving or ready to 
serve only particular individuals.” In 
disposing of this contention the court 
made the following observations which 
we believe to be especially apropos in 
the instant case: “. . . Of course, 
if the service is rendered pursuant to 
contract or limited membership, it is 
difficult to hold that one has expressly 
held himself out as ready to serve the 
public generally. But the text does 
not require an express holding out. It 
may be done impliedly, as by wide so- 
licitation and other factors. Keystone 
Warehousing Co. v. Public Service 
Commission (1932) 105 Pa Super Ct 
267, 161 Atl 891; Bingaman v. Public 
Service Commission (1932) 105 Pa 
Super Ct 272, 161 Atl 892; Erb v. 
Public Service Commission (1928) 
93 Pa Super Ct 421. This counsel 
have overlooked. If by entering into 
contracts, or limiting service to mem- 
bers, the owner may in all cases escape 
the burdens attending a public utility, 
the plaintiff herein cannot be said to 
be such utility. If that is true, then, 
of course, plaintiff, though it should 
absorb all other like organizations in 
the state, and obtain a large member- 
ship in all rural sections therein, could 
not even then be called a public utility, 
and we are unable to see how it would 
make any difference if it should make 
most of the consumers of electricity in 
our towns and cities its members. The 
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authorities do not, we think, call for 
any such result.” [42 PUR NS at p. 
164.] 


What the corporation does or, as in 
the instant case, what it proposes to do. 
See Davis v. People ex rel. Public 
Utilities Commission, 79 Colo 642, 
PURI1926E 635, 247 Pac 801; Ter- 
minal Taxicab Co. v. Kutz, 241 US 
252, 60 L ed 984, PUR1916D 972, 
974, 36 S Ct 583, 584, Ann Cas 
1916D 765. In the latter case it was 


said that a service may affect “so con-' 


siderable a fraction of the public that 
it is public in the same sense in which 
any other may be called so. ‘ 
The public does not mean everybody 
all the time.” In the Colorado Case 
of Davis v. People, supra, it appears 
that Davis hauled freight by truck for 
over 90 per cent of shippers in his ter- 
ritory. He had organized most of 


the shippers into an association, which 
was in fact a sham organization. 
Davis hauled goods under a contract 


with this organization. Over his ob- 
jection he was held to be a common 
carrier and the limitation of service 
“only to members” of the association 
was branded as “‘a mere device to hood- 
wink the law.” [PUR1926E at p. 
637, 247 Pac at p. 802.] 


In the instant case the by-laws pro- 
vided that membership was open to 
anyone who applied and paid the fees 
required, and the secretary testified 
that the only purpose for the organiza- 
tion of the “co-op” was to eliminate 
appellant, the certificated utility in 
the field. The incorporators of appel- 
lee were customers of appellant who 
proposed to quit appellant and pur- 
chase gas direct from the El Paso 
Company, presumably proposing to 
use appellee’s fixtures or others in their 


stead. Other users and customers of 
appellant were standing by prepared 
to join the “co-op” and desert ap- 
pellee. It is proper to note in this 
respect that all of these customers 
were large users of gas, the loss of 
which business would materially af- 
fect appellant. 

Entering into private contracts was 
held not to be controlling, Erb v. Pub- 
lic Service Commission, supra; Key- 
stone Warehousing Co. v. Public Serv- 
ice Commission, supra, and the court in 
Goldsworthy v. Public Service Com- 
mission, 141 Md 674, PUR1923C 
626, 119 Atl 693, pointed out that if 
entering into contracts with customers 
would control the determination 
whether an owner is a public utility or 
not, that would be an easy way of 
evading the law. 


In Van Dyke v. Geary (1917) 244 
US 39, 61 L ed 973, 37 S Ct 483, the 
plaintiffs organized a corporation un- 
der the name of The Miami Townsite 
Co. to acquire a tract of land in Gila 
county, Arizona, and establish a town 
thereon, which the corporation did. 
Lots were sold to purchasers with the 
understanding that they might pur- 
chase water from Van Dyke Water 
Co., the rates to be fixed by it. An 
order of the Corporation Commission 
declaring the company to be a public 
utility and attempting to establish rates 
was challenged. Mr. Justice Brandeis, 
speaking for the Supreme Court, said: 

that lot purchasers bought 
with the understanding that they 
might purchase water from Mrs. Van 
Dyke’s water system at rates fixed by 
her,—are all facts of no significance; 
for the character and extent of the 
use make it public; and since the serv- 
ice is a public one, the rates are sub- 
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ject to regulation.” (Italics supplied. ) 
[244 US at pp. 47, 48, 37 S Ct at p. 
486] 

Industrial Gas Co. v. Public Util- 
ities Commission (1939) 135 Ohio 
St 408, 29 PUR NS 89, 92, 93, 
21 NE2d 166, 168, involved every 
vital question under consideration in 
the case at bar. It appears therein 
that plaintiff company was operating 
about 50 miles of pipe lines, was serv- 
ing 19 industrial consumers and 12 
private consumers, all under written 
contract which stipulated the price to 
be paid for gas; the plaintiff company 
never held itself out as ready to serve 
the public generally, and had refused 
to serve certain applicants. The com- 
pany made an application to be per- 
mitted to withdraw from the field of 
serving private consumers, and 
amended its certificate of incorpora- 
tion to that end. It contended that it 
was not a public utility. The court, 
holding that it was, stated in part as 
follows : 

xy! It is what the corporation 
is doing rather than the purpose clause 
that determines whether the business 
has the element of public utility. (Cit- 
ing cases. ) 

“The appellant with its 50 miles of 
pipe lines running through four coun- 
ties supplying 19 industrial plants with 
natural gas was rendering a service to 
a substantial part of the state that 
would ordinarily be serviced by public 
utilities under regulatory restrictions. 

“Tt may well be urged that a cor- 
poration, calculated to compete with 
public utilities and take away business 
from them, should be under like regu- 
latory restriction if effective govern- 
mental supervision is to be maintained. 
Actual or potential competition with 


153 


other corporations whose business is 
clothed with a public interest is a fac- 
tor to be considered; otherwise cor- 
porations could be organized to oper- 
ate like appellant and in competition 
with bona fide utilities until the whole 
state would be honeycombed with 
them and public regulation would be- 
come a sham and delusion. 

“What appellant seeks to do is to 
pick out certain industrial consumers 
in select territory and serve them un- 
der special contracts to the exclusion 
of all others except such private or 
domestic consumers as may suit its 
convenience and advantage. There 
were other industrial consumers with 
whom the appellant refused or failed 
to agree and so did not serve them. If 
such consumers were served at all, it 
must necessarily be by a competitor. 
If a business so carried on may escape 
public regulation then there would 
seem to be no valid reason why appel- 
lant may not extend the service to dou- 
ble, triple, or many times the number 
now served without being amenable 
to regulative measures. 

“ . . it is not a controlling fac- 
tor that the corporation supplying serv- 
ice does not hold itself out to serve 
the public generally. It has been held 
that a business may be so far affected 
with a public interest that it is sub- 
ject to regulation as to rates and 
charges even though the public does 
not have the right to demand and re- 
ceive service. (Citing cases.) 

“Regardless of the right of the pub- 
lic to demand and receive service in 
a particular instance, the question 
whether a business enterprise consti- 
tutes a public utility is determined by 
the nature of its operations. Each 
case must stand upon the facts peculiar 
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to it. A corporation that serves such 
a substantial part of the public as to 
make its rates, charges and methods 
of operations a matter of public con- 
cern, welfare, and interest subjects 
itself to regulation by the duly consti- 
tuted governmental authority. Clarks- 
burg Light & Heat Co. v. Public Serv- 
ice Commission (1919) 84 W Va 
638, PUR1920A 639, 100 SE 551. 
Nor should the curtailment of its in- 
cidental corporate functions, made 
with the purpose of avoiding public 
regulatory processes, be determinative 
of the true character of its business. 
Thus, changing the purpose clause of 
its charter, refraining from use of 
the right of eminent domain, avoiding 
a holding out to serve the public gen- 
erally, and selling only to select con- 
sumers by private contract could be 
employed as subterfuges by many 
public utility companies. If the busi- 
ness is still affected with a public in- 
terest, it remains a public utility. 

“It is the conclusion of this court 
that appellant dedicated itself to public 
utility service in behalf of a substan- 
tial part of the public and within a sub- 
stantial area so as to make its business 
a matter of public concern, welfare, 
and interest ; consequently it is a public 
utility and subject to regulation by the 
Public Utilities Commission.” 

The principles announced in all of 
the foregoing cases clearly establish 
that the appellee corporation cannot 
avoid public regulation by the simple 
device of incorporating as a nonprofit 
membership corporation where its de- 
clared purpose is (1) to sell and dis- 
tribute a commodity in which the pub- 
lic as a whole is generally interested, 
(2) to serve a substantial portion of 
the public within the meaning of the 
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cases, (3) to secure a monoply—in any 
event a monopoly of the lucrative busi- 
ness, (4) to compete with a certificated 
public service corporation already in 
the field. 

It is suggested that we should not 
declare appellee to be a public utility 
until it actually engages in business 
and a determination made it has in 
fact extensively invaded another’s field. 
Perhaps “an ounce of prevention is 
better than a pound of cure.” The rec- 
ord indisputably shows that it will ma- 
terially invade the field to the financial 
detriment of appellant from the very 
moment it leaves its swaddling clothes. 

[4,5] Among the grounds particu- 
larly stressed as the basis for a rehear- 
ing is that ““The court erred in its de- 
cision, which in effect subjects the co- 
Operative to public utility regulation 
for the reason that such holding re- 
sults in the deprivation of private prop- 
erty without due process, and the in- 
vasion of private contractual rights, in 
violation of Art IV, Constitution of 
the state of Arizona, and Art I, § 10, 
of the United States Constitution, as 
well as the Fourteenth Amendment to 
said Constitution.” 

Where an activity or a business is 
affected with the public interest, the 
courts have universally held that to 
subject such activity or business to 
regulation does not violate either the 
Fifth Amendment or the Fourteenth 
Amendment of the Federal Constitu- 
tion. Nebbia v. New York (1934) 
291 US 502, 78 L ed 940, 2 PUR 
NS 337, 54 S Ct 505, 89 ALR 1469; 
American Federation of Labor v. 
American Sash & Door Co. (1948) 
67 Ariz 20, 189 P2d 912, affirmed 
(1949) 335 US 538, 93 L ed 222, 
69 S Ct 258, 6 ALR2d 481. The con- 
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tractual rights of appellee were in no 
manner affected by the enactment of 
the constitutional provisions under 
consideration and the various statutes 
that have followed implementing it. 
These provisions all antedated the or- 
ganization of the appellee corporation, 
and it is subject to them. Chicago, 
B. & Q. R. Co. v. Cram (1913) 228 
US 70, 57 L ed 734, 33 S Ct 437; 
Arizona Power Co. v. State (1917) 
19 Ariz 114, 166 Pac 275. 

[6] In speaking of the implement- 
ing statutes that have followed the en- 
actment of the constitutional provision, 
it might be well at this time to state 
that we do not agree with the theory of 
appellee that the legislature in the en- 
actment of Act 90 of the Revised Stat- 
utes of the first state legislature, 1912, 
only intended to regulate public serv- 
ice corporations when operated “for 
profit.” Said Act 90 subjected pub- 
lic service corporations to regulation 
when operated “for compensation.” 
The present statute 69-201, A.C.A. 
1939, subjects public service corpora- 
tions to regulation where the products 
are disposed of “for sale’’ or “for com- 
pensation.” Public regulation of ne- 
cessity is concerned not only with the 
service rendered but also with the price 
charged the public. 

Under the issues made in this case 
we were not called upon to and did not 
decide that the appellee should or could 
by any order or statute be required to 
serve the public generally. What we 
did and now decide is that appellee 
Serv-Yu Cooperative, Inc., is a public 
service corporation, subject to the ju- 
risdiction and regulation of the Corpo- 
ration Commission. 

The original decision is hereby ap- 
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proved and reinstated as herein clar- 
ified. 


UDALL and PHELPs, JJ., and Dup- 
LEY W. WINDES, Superior Judge, con- 
curring. 


Note: Justice DE CoNncINI, whose 
name appears on the briefs as Attorney 
General, did not participate in this 
opinion. 


STANFORD, Justice (specially con- 
curring). 

I heartily concur in the conclusion 
reached by the majority opinion in the 
disposition of the motion for rehear- 
ing by appellee, but desire to enlarge 
on one important phase of the ma- 
jority opinion. 

By the appellee’s petition for rehear- 
ing they call our attention to legisla- 
tive construction of § 2 of Art XV of 
our Constitution. As an explanation 
of that appellee states as follows: 
“Section 2 of Art XV of the Arizona 
Constitution was construed by the first 
state legislature as applying only to 
corporations furnishing the services 
named in said section to the public for 
profit. Act 90 of the regular session 
of the first state legislature imple- 
mented Art XV of the Arizona Con- 
stitution. Said act recognized 
throughout its 87 sections that § 2 
of said Art XV of the Constitution 
applies only to corporations serving 
the public for profit. Thus § 2, par- 
agraphs k, l, n, p, r, t, v, and x, made 
express companies, common carriers, 
and pipe line corporations, gas corpo- 
rations, electrical corporations, tele- 
phone corporations, and water corpo- 
rations, public service corporations 
subject to regulation by the Corpora- 
tion Commission when operated for 
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compensation. It will thus be observed 
that Act 90 put all of the several kinds 
of corporations mentioned in § 2, Art 
XV on the same basis.” 

With the above I agree, but I be- 
lieve the contention of appellee is dis- 
posed of against its interest in our case 
of O’Neil v. United Producers & Con- 
sumers Co-operative (1941) 57 Ariz 
295, 303, 113 P2d 645, 648, which 
is a case having to do with the col- 
lection of a sales tax by the Arizona 
State Tax Commission from a codép- 
erative. I submit the following taken 
from said case as a complete answer 
to the contention of appellee: “It is 
suggested by appellee that § 73-1302, 
Arizona Code of 1939, which defines 
business within the meaning of the Ex- 
cise Revenue Act, excludes or exempts 
from the payment of the sales tax those 
businesses that are not carried on for 


the purpose of gain or advantage. The 
portion of the section referred to reads: 
‘“Business” includes all activities or 
acts, personal or corporate, engaged 
in or caused to be engaged in with the 
object of gain, benefit or advantage 
either direct or indirect, but not casual 
activities or sales.’ It could hardly be 
seriously contended that those who or- 
ganized the United Producers and 
Consumers Co-operative or those who 
later became members of it by the pay- 
ment of the required fee, in order that 
they might purchase goods, wares and 
merchandise at cost, had no idea of 
gain, benefit or advantage to them- 
selves. And any activity carried on 
by the corporation which benefits its 
organizers or members constitutes 
business within the meaning of this 
provision.” 





COLORADO PUBLIC UTILITIES COMMISSION 


Re John G. Riedesel et al. Doing 


Business As “Riedesel Truck Line” 


Application No. 10571, Permit No. A-691, Decision No. 34835 
May 17, 1950; rehearing denied May 24, 1950 


PPLICATION by motor carrier for certificate of convenience 
d \ and necessity; dented. 


Monopoly and competition, § 35 — Stipulation between competitors. 
Certificates of convenience and necessity will not be granted by the Com- 
mission upon stipulation between an applicant and its competitor. 


Certificates of convenience and necessity, § 169 — Requirement of definiteness. 
Statement that a certificate of convenience and necessity awarded to a motor 
carrier should contain clear-cut authority which will be simple to police and 
to regulate, and not indefinite powers which are difficult of enforcement, 


p. 158. 
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RE RIEDESEL 


APPEARANCES: Worth Allen, Den- 
ver, for applicants; Fred Rein, 
Denver, for Air Line Express ; Marion 
F, Jones, Denver, for Paul Zimmer- 
man, Van Goodwin and Sons; W. H. 
Holstine, Kirk, pro se; Martin Stud- 
heit, Idalia, pro se. 


By the Commission: On April 21, 
1950, John G. Riedesel and Ervin L. 
Riedesel, co-partners, doing business 
as ““Riedesel Truck Line,” Kirk, Colo- 
rado, filed application with the Com- 
mission, asking for a certificate of pub- 
lic convenience and necessity to op- 
erate as common carriers by motor 
vehicle for hire for the transportation 
of commodities, generally, on schedule, 
between the city and county of Denver, 
Colorado, and the towns of Joes and 
Kirk, Colorado, all in the state of 
Colorado, and on call and demand 
from point to point within a radius of 
15 miles of the town of Kirk, and 
between points within said area and 
other points in the state of Colorado. 

The matter was set for hearing, and 
heard, at the Commission’s hearing 
room, 330 State Office building, Den- 
ver, Colorado, May 9, 1950, at 10 
o’clock A. M., and at the conclusion of 
the evidence, the matter was taken un- 
der advisement. 

John G. Riedesel, one of the co- 
partners of applicant herein, stated that 
he and his brother are co-partners, and 
are presently engaged in the trucking 
business, operating under Permit No. 
A-691, which authorizes “transporta- 
tion of freight between Denver, Colo- 
rado, and the Colorado-Kansas State 
Line and the Colorado-Nebraska State 
Line and intermediate points, via U. 
S. Highway No. 36, and/or U. S. 
Highway No. 40 and 40-North, be- 
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tween Yuma and the Colorado- 
Nebraska State Line, via Colorado 
Highway No. 54 and intermediate 
points and between Wray and Burling- 
ton and intermediate points, via Colo- 
rado Highway No. 51 and between U. 
S. Highways Nos. 36 and 40-North 
and intermediate points, via Colorado 
Highway No. 57.” 

Applicant, in his testimony, stated 
that he would be willing, on account 
of a stipulation entered into between 
him and protestants, to limit his 
authority to a territory extending 15 
miles west, 15 miles north, 12 miles 
east, and 12 miles south of Kirk, 
Colorado, including also the right to 
serve the area along Colorado High- 
way No. 57 to a point 15 miles south 
of Kirk on his call and demand service. 

Applicant further stated that if cer- 
tificate herein sought is granted, the 
co-partnership would be willing to 
have Permit No. A-691 canceled. 

It further appears that applicants 
have no other private carrier operating 
rights. 

The co-partnership, in Exhibit No. 
1, shows a net worth of $26,900, and 
it also appears that the operating ex- 
perience and pecuniary responsibility 
of applicants is satisfactory, as ap- 
plicants are now operators of Private 
Carrier Permit No. A-691; that they 
presently own ample equipment, which 
said equipment description is presently 
on file with the Commission. 

Mr. Oscar D. Cox, Joes, Colorado, 
an implement dealer, Fred W. Hol- 
stine, the owner of a drugstore at 
Kirk, Colorado, D. A. Bradhower, a 
hardware merchant, and H. D. Shaf- 
fer, a farmer and livestock dealer, all 
appeared before the Commission to 
testify as to the need for a certificate 
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of public convenience and necessity to 
serve Kirk and the 15-mile radius 
around Kirk, Colorado. 

Protestants withdrew their objec- 
tions to the granting of the application, 
if authority is limited as hereinbefore 
set forth in their stipulation, with the 
further provision that the authority 
under Private Carrier Permit No. 
A-691 be canceled. 

No evidence was introduced on be- 
half of protestants. 

In considering the above matter, the 
Commission is confronted with—in 
our opinion—an important question, 
and that is whether the Public Util- 
ities Commission of the state of Colo- 
rado, or the common carriers by motor 
vehicle, are the judges as to the need 
for certificates of public convenience 
and necessity. Some motor vehicle 
common carriers apparently are labor- 


ing under the impression that if ap- 
plicant and protestants can agree upon 
authority to be issued, the Commission 
has no other choice but to grant the 
authority, as stipulated between the 


parties. In this premise, the Commis- 
sion is not in agreement. We feel that 
certificates of public convenience and 
necessity should be granted on need. 
We realize that some applicants—in 
cases of this kind, where protestants 
appear—have a fear that their applica- 
tion will not be granted, and often are 
willing to settle for half a loaf, in order 
to eliminate protests. In the instant 
matter, the Commission is perturbed 
by the indefinite authority to serve 
along State Highway No. 57. This 


does not give a clear-cut authority, but 
one that will be difficult to enforce, and 
an authority, if so granted, that will al- 
ways have the enforcement department 
of the Commission in a quandary. The 
Commission has endeavored for the 
past two years to give a complete en- 
forcement, and we feel we have made 
gains in that direction. The Commis- 
sion feels—and we feel rightly so— 
that in the matter of enforcement and 
regulation, we also have a definite in- 
terest and we feel that we should profit 
by our mistakes of the past and give 
unto applicants clear-cut authority that 
will be simple to police and regulate. 
Inasmuch as protestants object only to 
a small area, we cannot see where the 
transportation facilities of that area 
will be impaired, and feel that for the 
best interest of the public, generally, a 
clear-cut authority should be granted. 


The Commission finds: 

That public convenience and neces- 
sity require the proposed motor vehi- 
cle common carrier service of appli- 
cants, and that the authority asked for 
in the application should be granted, 
and that certificate of public con- 
venience and necessity should issue 
therefor, and that Private Carrier 
Permit No. A-691 should be canceled 
upon issuance of said certificate of 
public convenience and necessity. 

That said stipulation, as entered 
into by and between the parties before 
the Commission, makes enforcement 
and regulation difficult, and that said 
stipulation is not in the public inter- 
est. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re C. S. Walsh Motor Transportation 


D. P. U. 8994 
June 16, 1950 


NVESTIGATION of proposed special reduced rates for service to 
municipal agency; proposed rates disallowed and revision 
ordered. 


Discrimination, § 67 — Rate concessions to governmental agencies — Motor 


carriers. 


1. A motor carrier’s practice of extending reduced rates to certain municipal 
authorities solely because they enjoy such position constitutes unfair dis- 
crimination and places an undue burden on the general shipping public in 
so far as the carrier’s general rate structure is concerned, p. 160. 


Rates, § 251 — Inactive rates — Cancellation. 


2. Rates under which no operations are being conducted should be eliminated 
since such rates constitute a competitive threat to the existing rate level of 


other common carriers, p. 160. 


APPEARANCES: Herman Matthei, 
for The New England Motor Rate 
Bureau, Inc., Agent; C. S. Walsh, 
for the respondent. 


By the DepaRTMENT: C. S. Walsh 
Motor Transportation, hereinafter 
called the respondent, is a common car- 
rier of property by motor vehicle un- 
der Chap 159B of the General Laws 
and operates under a certificate of 
public convenience and necessity is- 
sued by this Department. 

On April 24, 1946, the respond- 
ent filed with the Department a sup- 
plement to its tariffs for the purpose 
of providing special reduced rates as 
follows : 

“For providing trucking services between 
the municipally owned buildings within the 
department of school buildings for the purpose 
of transporting school furniture, fixtures, 


school building equipment, and appurtenances. 
“For furnishing the following : 


159 


Unit Price 
per Hour 


23-ton van with driver 
3-ton van with driver 
5-ton van with driver 


“Time computed from time vehicle reports 
on job until completion of job.” 


After complaint, an investigation as 
to the propriety of the above-cited 
rates and charges was ordered and aft- 
er notice a public hearing was held in 
connection therewith on May 5, 1950. 
At the hearing both the complainant 
and the respondent appeared. From 
testimony at the hearing, it appears 
that the supplement filed on April 
24, 1946, was designed for the pur- 
pose of establishing a lower rate for 
common carrier operations when such 
services were performed for municipal- 
ly owned agencies. It further appears 
that the rate is still in effect and that 
while, during the period from April, 
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1946, to date, certain upward adjust- 
ments have been made by the respond- 
ent in rates applicable to the general 
public, no change has been made in 
this particular tariff. There is also 
some question as to whether or not 
the respondent would operate today 
under the level of rates set forth in 
this particular tariff. 

From the testimony of the respond- 
ent, it appears that the supplement un- 
der attack in these proceedings was 
filed with the Department solely for 
the purpose of meeting a low bid sub- 
mitted by a competitor. The evidence, 
however, shows that the particular 
competitor’s bid for a vehicle of equiva- 
lent size was higher than that sub- 
mitted by the respondent. At the hear- 
ing, the respondent failed to submit 
any evidence which would justify the 
establishment of the reduced rate. 
Our investigation shows that the 
respondent has on file and in effect 
rates for similar services to the general 
public at a substantially higher rate. 
The carrier’s tariff file also shows that 
there is in effect for similar operations 
a higher rate for other municipal agen- 
cies. We find it difficult to justify 
such practice in the light of proper 
common carrier regulation since basi- 
cally the rates of a common carrier for 
the same or similar service should in 
general be uniform. Under certain con- 
ditions, none of which appear in this 
instant proceeding, there might be 
justification for reduced commodity 
rates. 


[1] The practice of extending re- 
duced rates to certain governmental or 
municipal authorities solely because 
they enjoy such position is not one 
to be condoned and seldom, if ever, 
warrants placing such authorities in a 
separate rate classification. Such a 
practice could conceivably constitute 
unfair discrimination and place an un- 
due burden on the general shipping 
public in so far as the carrier’s general 
rate structure is concerned. 

[2] Our investigation of this mat- 
ter indicates that the tariff filings of 
the respondent require clarification as 
it appears that there is evidence of 
duplicating or conflicting rates and 
charges. The need for such revising 
becomes even more apparent in view of 
the respondent’s testimony at the 
hearing to the effect that many of 
the rates and charges were merely 
paper rates under which no operations 
were being conducted. The existence 
of such inactive paper rates is a com- 
petitive threat to the existing rate level 
of other common carriers and should 
be corrected. 

From all the evidence submitted at 
the hearing, we are of the opinion that 
the rates and charges stated in Supple- 
ment No. 1 to M.D.P.U. No. 2 should 
be disallowed and that the carrier 
should make a study and revision of 
its existing tariffs for the purpose of 
removing all duplications and conflicts 
and republish its tariff in accordance 
with the provisions of D.P.U. 6705 
dated May 1, 1942. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relatin 


to government owned utiliti 


ies; news concerning prod. 


ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Ohio Edison to Erect 
$20,600,000 Plant 


HIO Epison CompANy will build a new 

steam-electric generating plant, the initial 
cost of which will be $20,600,000 on a 91 acre 
site along the Mahoning river adjacent to the 
city of Niles, Ohio, President Walter H. 
Sammis announced recently. Orders have al- 
ready been placed with the manufacturers for 
a boiler, turbine, and generating unit capable 
of producing 106,000 kilowatts of electricity. 
The power plant will be constructed so that 
it will accommodate a second 106,000 kilowatt 
generating unit at a future date, the announce- 
ment said. 

In the four years, 1946 through 1949, prop- 
erties comprising the Edison System carried 
on an expansion program that resulted in ex- 
penditures of approximately $107,290,000 for 
additions to power plant and for new lines, 
substations, transformers, and other electrical 
equipment, according to Mr. Sammis. As a 
result the generating capability of the Edison 
System has increased by more than 480,000 
kilowatts, or 73 per cent more than it was on 
VJ day. Construction expenditures during the 
present year are estimated at approximately 


$24,100,000 


P. L. Griffith Joins 
Union Securities 


P. L. GrirritH recently joined the Union 
Securities Corporation in New York. He 
will be in charge of origination of utility financ- 
ing and will be working closely with utility 
managements throughout the country. 

Mr. Griffith was consultant with Gilbert 
Associates, Inc., from 1941 to 1950, and prior 
to that, for many years, was with Electric 
Bond & Share Company. He is a member of 
the depreciation committee of the Edison Elec- 
tric Institute and also a member of other 
technical and engineering societies. 

Union Securities Corporation is one of the 
leading underwriting and investment banking 
firms in the country and has been active as 
one of the principal underwriters of utility 
securities during the last few years. 


Booklet Describes High 
Capacity Switches 


Pemcanen 4904, recently released by the 
Delta-Star Electric Company, illustrates and 
describes a complete line of high capacity 
“MK-40” switches with an improved arrange- 
ment of contact shoes, simplified mechanical 
design, minimum number of moving parts and 


other outstanding features. Switches are listed 
in standard ratings of 7.5-kv to 69-kv; 2000, 
3000 and 4000 amperes; for group operation in 
upright, vertical and inverted mounting posi- 
tions. 

Copies may be obtained from Delta-Star 
Electric Company, 2400 block, Fulton street, 
Chicago 12, Iil. 


Appalachian Electric to Build 
New 350,000 Kw Plant 


pea Sporn, president of American Gas 
and Electric Company, announced recently 
that authorization has been given by the execu- 
tive committee of the board of directors to 
proceed with the construction of 350,000 kilo- 
watts of new steam-electric generating capac- 
ity in a new steam-electric plant to be built 
by Appalachian Electric Power Company, one 
of the company’s principal subsidiaries. The 
plant is being projected for an ultimate capac- 
ity of 1,050,000 kilowatts. 

This authorization is part of a $251,000,000 
budget projected for the years 1951-1953, which 
is close to $100,000,000 greater than any 
amounts previously budgeted for that period. 

Included in this budget also is provision for 
construction of the first section of a 
300,000/315,000 volt super high-voltage trans- 
mission system. 


Irving Trust Elects Gray 
To Board of Directors 


[ome Trust Company, New York, recently 
announced the election to its board of di- 
rectors of Philip F.~Gray, senior loaning vice 
president of the company. For a number of 
years prior to May 1949, Mr. Gray served as 
vice president in charge of the company’s 
domestic banking division and is well known 
in banking circles throughout the United 
States. 


R-R Issues New Booklet on 
Tab Filing Equipment 


H™ to boost tabulating card production 
through the use of specially designed card 
filing accessories is the subject of a new book- 
let (LB 442) published by Remington Rand 
Inc. 

Outlining the advantages of its new Aristo- 
crat punched-card files with their unique 
pressure follower feature, the illustrated book- 
let shows how greater card capacity, greater 
card mobility, increased ease of reference and 
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improved drawer operation of the new unit 
combine to provide faster, more efficient han- 
dling, and longer life for vital tabulating cards. 

In addition to the precision-built files for 
housing active tabulating cards, the booklet 
also describes and illustrates the functions of 
another model specially designed for semi- 
active cards, a tub desk for cards having heavy 
reference use, and transfer cases which provide 
sturdy permanent housing for inactive cards. 

Copies of the new booklet may be obtained 
by writing to F. J. Hastings, Remington Rand 
Inc., 315 Fourth avenue, New York 10, New 
York. 


“Scotch” Electrical Tape Guards 
Pipelines Against Corrosion 


sE.of “Scotch” brand electrical tape No. 22 

to protect pipelines against corrosion by 
water, salt water, acids, alkalies, and soils is 
described in a new brochure. 

Possible savings of approximately 50 per 
cent over other methods are cited in the book- 
let, which is available from Minnesota Mining 
& Manufacturing Company, St. Paul, Min- 
nesota. 

The tape is recommended for use on pipes 
from 3 to 36 inches in diameter, either above 
or below ground. It is applied by wrapping it 
around the pipe or joint, usually in a half-lap. 
The tape’s pressure-sensitive adhesive gives it 
adhesion to the pipe immediately upon contact. 

Included in the four-page brochure are 
eight pictures on application technique, and 
tables of the tape’s chemical, Fn poy and 
electrical properties. Also described are pipe- 
protecting jobs done with the tape by The 
Brooklyn Union Gas Company and the Public 
Housing Administration of Indiana. 


Bulletin on Hot-Z System 
Announced by Worthington 


ULLETIN W-212B7 on the Hot-Z system for 

treating boiler feed water is announced by 

Worthington Pump and Machinery Corpora- 
tion. 

The 6-page bulletin discusses development, 
filtration, backwash water, direct contact vent 
condenser, complimentary recirculation, back- 
washing, proportionate sludge removal and 
application of the Hot-Z. Included in the bul- 
letin is a two-page questionnaire to determine 
the applicability of the Hot-Z system to par- 
ticular conditions. 


Pictorial Panel Traces Growth 
Of Steam Generation 


A mcrenas display panel, outlining the de- 
velopment of steam generation from 
Hero’s engine to modern industrial and cen- 
tral station boilers, has been prepared by The 
Babcock & Wilcox Company. 

The panel consists of a series of pictures 
with accompanying text showing the high 
spots in boiler development since mankind first 
became interested in harnessing energy through 
the medium of steam more than 2000 years 


ago. Such forward steps as the Haycock, Wag- 
gon and Cornish boilers; the revolutionary 
advent of the water-tube boiler; the develop- 
ment of superheaters, pulverized coal firing, 
furnace water-cooling, etc., are illustrated and 
discussed. 

Also shown are modern boiler designs rang- 
ing from small units designed to produce less 
than 10,000 pounds of steam per hour to giant 
central station units capable of generating over 
1,000,000 pounds of steam per hour at pressures 
about 2,000 pounds per square inch and at 
temperatures over 1,000 F., which are as tall 
as a 10-story building and consume more than 
60 tons of coal per hour. 

The panel, which is approximately 38 inches 
high by 54 inches long, is available to inter- 
ested engineering colleges, technical schools, 
public utility plants, and industrial training 
courses upon request to the company’s head- 
on. 85 Liberty street, New York 6, New 

ork. 


New Planned Office Lighting 
Program Released 


A™™ Planned Lighting Program for use 
by electric light and power companies and 
other interested groups of the electric indus- 
try in promotion of Planned Office Lighting, 
has been released by the Edison Electric Insti- 
tute and the Better Light Better Sight Bureau. 

This is the first of five new programs for 
the promotion of Planned Lighting in the of- 
fice, home, store, school, and factory markets. 
The new pieces included in the program have 
resulted from three years’ experience in pro- 
moting Planned Lighting and the use of the 
original Planned Lighting Program by over 
one hundred companies. 

The new program offers a guide folder 
with facts about the various new materials 
together with suggestions for their most effec- 
tive use. 

This new program is now being distributed 
to the industry and it is estimated that the 
other programs will be ready for distribution 
by the end of September. 


West Penn Power Places 
New Station in Operation 


) aon milestone in West Penn Power 
Company’s five-year (1947-1951), $85,- 
000,000 expansion program was reached re- 
cently when the utility’s new steam-generating 
station at Milesburg, Centre county, was placed 
in service. 

Milesburg station, with its substation facili- 
ties and the line completed late last year to 
connect Milesburg and Ridgway, represents an 
investment of $9,500,000. 

Modern power plant trends have been fol- 
lowed in the station design. The two turbo- 
generators, the two pulverized coal boilers, 
together with auxiliaries and control equip- 
ment, have been erected or installed in compact 
units which require a minimum of housing. 

The new station goes into service as sched- 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 
Ma 


|‘Tnever thought of floors in relation to earning power” 
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HERE'S WHAT THE ARCHITECT SHOWED 
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Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
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These are factors any investor can easily translate into terms Why Q-Floor k a beildi ' 
of money saved. They mean more revenue over the years ' 

. . , : ” The steel cells of Q-Floor are crossed over 
and earlier revenue right from the start. Let’s look at the details— by headers for carrying the wires of every 


electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 





Write for the simple facts — hole, takes literally only a few minutes. 

No muss with trenches. Tenants can have 

H. H. ROBERTSON COMPANY oo many —e. oS ae 
Farmers Bank Pittsburg \vania exa , as lease. 

acne Oa P Sh, Comey manently flexible floor plans keep a build- 

Factories in Ambridge, Pa., Hemilten, Ont., Ell port, England ing permanently modern. The exterior may 





Offices in $0 Principal Cites ae World-Wide Building Service 










This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





INDUSTRIAL PROGRESS—( Continued) 








HOW TO DESIGN 
AND INSTALL 
HEAT PUMP SYSTEMS 


HERE is a book to give you the 

latest data on today’s most 
effective heating and cooling device. 
It brings you up-to-the-minute on 
design, operation, and capabilities 
of heat pump systems... guides you 
in installation designs for“ private 
homes, industrial plants, and com- 
mercial buildings . . . shows you 
how heat pump installations affect 
utilities. 











JUST PUBLISHED! 


HEAT PUMP 
APPLICATIONS 


By Emery N. Kemler, 
Associate Director, Southwest Research Institute 
and Sabert Oglesby, Jr., 
Instructor in Electrical Engineering, 
Purdue University 
300 pages, 6 x 9, 260 illustrations, $6.00. 


NYONE engaged in heating, ventilation, 
refrigeration, or home construction work 
will find this survey of the American and 
European heat pump fields a valuable tool in 
day-to-day operations. This manual gives con- 
cise and complete discussions of heat pump 
elements, compressors, fans, ducts, electric mo- 
tors, accessories, heat pump cycles, and the 
thermodynamics of refrigerants and cycles. 
Extensive use is made of diagrams, charts and 
tables. 





Some of the data this book 


gives you: 
of 8 commercial, 11 indus- 


pump works 
current applications of refrigerants to heat- 


of c+: wie regard to econ- 
omy and contest ote 
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uled to keep pace with the increasing needs 
of all types of customers. The demand for 
power is now the greatest in the company’s 
history, reflecting the upsurge in industrial 
production in western Pennsylvania and the 
steadily growing use of such electric appliances 
as ranges and water heaters. 


Peoples Gas Lt. & Coke Starts 
$120,000,000 Pipeline Project 


Lene of the main 30-inch diameter high 
pressure natural gas pipeline which will 
join the Chicago region with the rich Texas 
Gulf Coast field was begun recently when 
big new pipelaying machines cut a deep trench 
through the stubble of a Texas hay field. It was 
the signal for work crews at other locations 
along the right-of-way to begin laying the large 
diameter steel pipe for the $120,000,000 project. 

Texas Illinois Natural Gas Pipeline Com- 
pany, an affiliate of The Peoples Gas Light and 
Coke Company, of Chicago, has put construc- 
tion crews numbering more than 2,000 men 
in the field to assure completion of the new 
pipeline by late 1951. 

This will be the third major high pressure 
natural gas pipeline serving the Chicago met- 
ropolitan region and other urban communities 
in a five state area—lIllinois, Indiana, Iowa, 
Kansas, and Nebraska. 

When completed, the line will have an ini- 
tial capacity of 305,000,000 cubic feet of natural 
gas daily. Construction of additional compres- 
sor stations along the route will eventually 
raise this figure to over 500,000,000 cubic feet 
daily, matching the present capacity of the 
dual lines of Natural Gas Pipeline Company 
of America, also a Peoples Gas affiliate. 


New Bulletin on Insulation 
Breakdown Testers 


\., queer Research, Incorporated, has is- 
sued bulletin 5A which illustrates Lav de- 

igh- 
potential insulation breakdown testers. Mobile 


scribes thirteen models of “Hypot” 
and semi-portable “Hypots” included in this 
bulletin, have capacities from 360 volt-amperes 
to 5 kilovolt-amperes, with test voltage ranges 
from 3,000 to 30,000 volts a.c. Copies of the 
bulletin will be sent free, upon request to As- 
sociated Research, Incorporated, 3758 W. Bel- 
mont avenue, Chicago 18, Illinois. 


Capewell Acquires V-Mac 


HE CAPEWELL MANUFACTURING COMPANY 

has acquired V-Mac Industries, Inc. of 
Guilford, Connecticut, and will manufacture 
and sell the “Vosper Designed” line of pipe 
threading, pipe cutting, and pipe reaming hand 
tools and machines. 

Supervision of the production of Capewell 
pipe tools will be in the hands of Waynard 
Vosper, for 18 years vice president of the 
Toledo Pipe Threading Machine Company in 
charge of the development, designing, and 
production of Toledo pipe tools. More recently 
Mr. Vosper has been president of V-Mac. 
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Even when jobs 4 


POWER: ... 8 great truck engines—each “Job- 
Rated” for PLUS power. 

ECONOMY: . . . priced with the lowest. “Job- 
Rated” for dependability and long life. 


BIGGER PAYLOADS: .. . carry more without 
overloading axles or springs because of “Job- 
Rated” WEIGHT DISTRIBUTION. 


EASIER HANDLING: . . . sharper turning! Parks 
in tight places. “Job-Rated” maneuverability! 


COMFORT: . . . widest seats . . . windshield with 
best vision of any popular truck. Air-cush- 
ioned, adjustable “chair-height” seats. 


SAFETY: . . . finest truck brakes 
in the industry . . . hand brake 
operating independently on 
propeller shaft on all models 
—'4-ton and up. 


WHETHER YOU'RE putting up new power lines 
or making emergency repairs, there’s a 
Dodge ‘‘Job-Rated” truck to save you 
money! 

Your Dodge truck will be “Job-Rated” 
from engine to rear axle to fit the load 
and road conditions of your partic 
job. It will have an engine that’s “‘Job- 
Rated” to give you plenty of power with 
top-notch economy. 

Small wonder, then, that you’ll save 
money on gas, oil, and upkeep! 

And remember, Dodge ‘“Job-Rated” 
trucks are priced with the lowest in every 
weight class! See your Dodge dealer 
today ... for a truck that’s “‘Job-Rated”’ 
to cut costs! 
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There is no need for “cutting 
and trying” on the job to 
make a prefabricated piping 
sub-assembly fit perfectly. Prefabricated miles 
away to exact dimensions and specifications these 
pieces of piping are links in piping systems which 
may carry steam up to 2500 p.s.i. and 1050°F. 

Grinnell integrates the many factors in this 
complex, highly technical assignment in one 
organization of specialists. Major economies 


“Puzzle for experts ~ 


)\ 





result from this single responsibility which in- 
cludes interpretative engineering, metallurgical 
research, compliance with code requirements, 
manufacturing drawings and specifications, pro- 
duction schedules, purchase of materials, special- 
ized facilities, skilled personnel, control of quality 
and rigid inspection. 

You'll find it to your own best interests to draw 
upon Grinnell’s century-long, specialized experi- 
ence in power, process and industrial piping. 


© GRINNELL 











Grinnell Company, Inc., Providence, R. 1. Branches: Atlanta * Billings * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston * Long Beoch 
los Angeles * Milwavkee * Minneapolis * New York * Ookland * Philadelphia * Pocatello * Sacramento * St. Lovis * St. Paul * San Francisco * Seattle © Spokone 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


September 28, 1950 











For trouble-shooting, day-to-day mainte- 
nance, or construction assignments, there’s an 
International Truck that’s right for every util- 
ity job. You’re sure of the right truck when 
you pick from the International Truck line — 
87 basic models, thousands of special varia- 
tions, ranging from 4,200 to 90,000 Ibs. GVW. 
Every new International Truck, from the 
smallest to the largest, is heavy-duty engi- 
neered for long truck life on tough truck jobs. 
That’s the same extra value engineering that 
has kept Internationals first in the sale of 
heavy-duty trucks for 18 straight years... 
that’s extra value that pays off in longer truck 
life, lower operating and maintenance costs. 


New comfort 
in the new Comfo-Vision Cab 


Here is the driver’s dream, model for model, 
the “roomiest cab on the road.” It has a new 


\ohnny-onthe-Sp 


when you’re on the spot! 





kind of comfort in easy-riding cushions, fully 
adjustable seats, controlled ventilation. The 
one-piece, scientifically curved Sweepsight 
windshield provides outdoor visibility. 

The entire steering system is all-new—engi- 
neered for more positive control from a more 
comfortable position. Shorter wheelbase and 
wider treads provide the shortest practical 
turning circle—plus super-maneuverability. 

No matter what kinds of roads or loads, 
climate or conditions your trucks must meet, 
there’s a new International that has been 
proved right for your job under actual operat- 
ing conditions. 

Find out all about that truck from your 
nearest International Truck Dealer or Branch. 


International Harvester Builds McCormick Farm Lad 
Equipment and Farmall Tractors...Motor Trucks 
Industrial Power . . . Refrigerators and Freezers 


All new, all proved ~ Heayy-Duty Engineered to save you money 


INTERNATIONAL 


INTERNATIONAL HARVESTER COMPANY 


/YAA(\ 
CNTERNATIONAL) 
7 OY, 





CHICAGO 


TRUCKS 
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‘MERC OID 
CONTROLS 


ou can always count on 
their fine engineering 
to give very dependable 
service for along time. 
| They are built to last. 













THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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Annval Subscription 


Price 


$43.50 


PUBLICATIONS AND 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol: 
umes a yeor—$7.50 each. 
Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, analy- 
ses and explanations of day- 
to-day developments. 


SERVICES 


$15 
Twenty-Six 
Issues a Year 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 
tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annual 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the No- 
tion's Capital,, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 

minutes. 


$12.50 
Quarterly 








$25 Qvorterly 


FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month, 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 


$36 Annually 





— 





FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 1 (SEC) 


of the 
Pate onl ‘etdiag Company 
Act, with the Commission's rules 
ond regulations, full index and 
periodical upkeep supplements. 





Price: $12 


VOL. 2 (FPC) 


A complet tati of the 
Federal Power Act and the Na- 
tural Ges Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





price: $15.50 








Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way for a 
busy man to keep informed on current 
vtility regulation. 


P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 








— 


—_—_——— = 
Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, 1c. 


MUNSEY BUILDING " PUBLISHERS WASHINGTON 4, D. ¢. 
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After 24 years’ service, another Exide, the new... 


EXIDE-MANCHEX BATTERY Beye 


In 1925, a utility in southeastern Wisconsin installed 
a 60-cell EMG-7 Exide Battery. Before being replaced 
in 1949 by the new Exide-Manchex, it had given 
nearly a quarter-century of continuous service. 


The new Exide-Manchex Battery operates a number 
of 34.5 KV oil circuit breakers and provides emer- 
gency lighting in the attended substation. Indicating 
lamps are on each circuit. 


For positive operation of switchgear, plus an adequate 
and uninterrupted supply of current for all your 
stationary battery requirements, use Exide-Manchex 
Batteries. They assure you dependable performance, 
long battery life and low-cost maintenance. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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New installation of 60-cell 
DME-13 Exide- Manchex 
Battery which replaced 
batteries, 
which served a substation 
in southeastern Wisconsin 
for 24 years. 







You get all these in 
EXIDE-MANCHEX BATTERIES 


The exclusive, long-life 
manchester positive plate. 

Slotted plastic separators, 
impervious to chemical 
and electrical reaction. 





Plastic spacers for plate 
alignment. 

Latest development in molded 
glass jars. 

Heavy terminal posts with 
copper inserts for extra 
conductivity. 


“Exide” and “Manchex” 
Reg. Trade-marks U.S. Pat. Of. 


\1888...DEPENDABLE BATTERIES FOR 62 YEARS...1950 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Aprraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











Ford, Bacon & Davis 


oe 
vatuations JB 
pepe s Gineers CONSTRUCTION 


RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 








GIBBS & HILL wo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 














Mention the FortnicHtLy—lIt identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 
GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 




















—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WATS 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTBNANOB TRE® TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 



































CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











ch ulji ian Coyoraiion 


He nuly CONSTRUCTORS 
1200 NORTH BROAD STREET, PHILADELPHIA y | PA 


AL, AND INI 


yurg, Fla. « Rome * 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








Pioneer Service oe Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. 








ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
——s ~ Restate - Reports 


Se wit 
rate mentee epreciation, Maxed capital 


reclassification, old nal cost, security issues. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals. reo and re 

: esign and supervi sion of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHICAGO 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 


Rate Cases — Special Studies 
Original Costs, Etc. 


50 Broadway, New York 4, N. Y. 
Tel. Digby 4-1910 











W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





ent & R 


United States Testing Company, Inc. 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


NEW YORK 


BOSTON 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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“Akbar” Doors Automatically 
Block Flames—with Safety— 





7 





Kinnear’s famous AKBAR Steel Roll- 
ing Fire Doors give you quick, posi- 
tive, automatic protection. When fire 
threatens, they stop dangerous flame- 
spreading drafts, by blocking openings 
with a curtain of steel. 


Yet their automatic action features 
special provisions for the safety of 
building occupants. In emergency re- 
lease, they are pushed down by a 
strong starting spring, to assure posi- 
tive action. Their downward speed is 
controlled as a safety measure for any- 
one passing underneath as the doors 
are released. 


Another device stops the door positively 
at floor level—with the steel door cur- 
tain covering the entire opening. The 
door won’t sag, or drop through a fire- 


Saving Ways in Doorways 





at Hazardous Open 
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weakened sill. In addition, the doors 
can be opened after automatic closure, 
for emergency exits. 


When not in use, Akbar Doors remain 
coiled overhead, out of the way. Ap- 
proved and labeled by Underwriters’ 
Laboratories, Inc., they have saved as 
much as one third of their cost per 
year, in reduced insurance rates. They 
are built to fit horizontal openings of 
any size. Write today for complete 
information. 


Akbar Doors can be equipped for daily 
service use, with motor operation if 
desired. However, the regular Kinnear 
Steel Rolling Doors (non-labeled) are 
designed for service use where maxi- 
mum fire protection is not required. 


The KINNEAR Manufacturing Co. 


Factories: 2060-80 Fields Ave., 
Columbus 16, io 
1742 Yosemite Ave. 
San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 
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and have gained more system capacity in less time and at less 


cost than we could have in any other way” 


The Brockton Edison Company has this to say 
about capacitors: 


“By 1941, rapid increase in loads indicated a need 
for major system improvements. More system carrying 
capacity was needed. Voltage control requirements 
were increasing and additional voltage taps on our 
transmission transformers appeared necessary. 

“Capacitors were considered along with other 
methods for increasing carrying capacity. We had 
three installations, the oldest dating from 1920, so we 
knew they were reliable, A system study showed this: 
widespread installation of capacitors would give us 
better voltage regulation and more carrying capacity 
than any other plan we were considering. Capacitors 
would cost less, could be delivered faster, and could be 
installed ‘more easily. And they could be purchased a 
group at a time, as we needed them. 

“With the installations made, we now have 34 kvar in 
capacitors for every 100 kva of system peak load. All 
are automatically switched in pole-mounted groups, 
located at the load center of distribution feeders. In 
our program, time clocks are used to control the switch- 
ing of each individual installation, so that the system 
benefit from the locally supplied kilovars does not de- 
pend on temporary conditions on individual feeders. 


GENERAL (6) ELECTRIC 


THE BROCKTON EDISON (0, 


“We now have more peak-load capacity, less voltage 
drop and lower distribution and transmission losses, 
than any of our Other proposals could have provided, 
The total cost for these capacitors has been lower than 
the expenditure which otherwise would have been 
necessary.” 


General Electric Company, Schenectady 5, N. Y. 
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